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“Trade Tendencies,” there is a great deal of confusion of thought in manufac- 

turing and mercantile circles, with a general expectation of lower prices in many 
lines. When this widespread sentiment is taken in connection with the continued uncer- 
tainty as to what will be done with the railroads, it is not unnatural that the stock market 
should fail to show any general strength. 

The surprising thing, to most people, is the stubborn resistance which prices offer 
against further decline. There are frequent evidences of investment accumulation in various 
individual issues, and even in those stocks most directly affected by industrial uncertain- 
ties, declines have been by no means severe. 


Steel and Copper 
iS] <3 prices, from Jan. 1, will be about 5% below the Government fixed pzice 


HILE the general drift of prices has been indeterminate during the past two weeks, 
no heavy liquidation has appeared. As will be seen from our new department on 


which has prevailed for so long. The average for eight principal products will 

be $70.95 per ton, which compares with a high of $119.69 in July 1917, and 

an average of $36.49 for 1913, the last year of peace. While producers will 
endeavor to maintain the level thus tentatively understood, there are already reports that 
steel can be bought considerably below that level. Export prices can now be agreed upon 
under the law, but no actual agreement on domestic prices is allowable. 

Copper at 23 cents a pound will be about 12 cents lower than the highest pomt 
reached and 8 cents above the 1913 level. The same situation exists as in steel—rumors 
of offers below the 23-cent level. 

We have almost lost our bearings in regard to metal prices during the last four years, 
and that is one of the principal reasons for the confusion that exists in trade circles. -Going 
back to 1913, before the influence of the war began to be felt, we find that prices com- 
pare as follows with those now in force: Average of eight principal steel products, 93% 
higher ; copper metal, "Risk higher ; pig iron (on which no reduction of prices has yet taken 
place), about 150% er. Even at this price, pig iron is over $12 a ton below the $50 
level which prevailed just before Prices were fixed by the Government. 

There is a surprising variation in the degree of advance above the 1913 peace basis, 
and it seems hardly possibly that pig iron can long be maintained at a price relatively so 
much higher than that of steel or copper. But since producers are sold ahead for about 
six months, there is little immediate inducement for reductions. 

The point, however, that trade authorities as a rule fail to fully appreciate, is that 
all prices are up together, and our supply of money and credit is up along with them. For 
example, turning to Bradstreet’s index of about 100 commodities, we note that on Dec. | 
it was 107% higher than the average for 1913. Steel, therefore, in spite of its high 
price, is still relatively cheaper than most other things, and copper is up only half as much 
as the average of other commodities. 
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Not only that, but as shown in an article in this issue, European prices have risen even 
more than American, so that we can meet foreign competition on a better basis than before 
the war—or at least we could do so if ships were available for general foreign trade. As 
to neutral countries, statistics showing their general price level are not obtainable, but it is 
probable that their prices have not risen as much as ours and that they will be unwilling 
to pay present prices for our steel and copper until they become satisfied that our price 
level has become fairly permanent. 


Why Commodity Prices Fall 
HE natural question is, Under such conditions, why do steel and copper fall? 

The principal reason is because everybody looks upon present prices as high 

and therefore temporary. Buyers hold off waiting for a better bargain. 

But this waiting attitude cannot be maintained indefinitely. Stocks of goods 
of all kinds are low. In many lines there is actual scarcity. In other lines there are 
moderate accumulations held by the Government, as in woolen, where important auction 
sales are to be held. But in general, the supply of goods throughout the United States 
and even the world is low. 

While prices show a tendency to fall, buyers will purchase as lightly as possible; but 
once prices become stationary or show a disposition to rally, demand must come forward 
because of the actual limitations of supply. wd 

Another question is, If steel and copper are relatively lower than other commodi- 
ties, why do steel and copper fall first? Why do not other prices come down to the level 
of steel and copper? 

This is because steel and copper are pre-eminently the materials of new construction, 
and new construction, now that war work is drawing to a close, is very small in all direc- 
tions. The readjustment to a peace basis will extend over the gap between war work and 
the resumption of constructive enterprise on a large scale for peace purposes. During that 
period some further reductions in steel and copper prices may occur, but we believe those 
who are looking for demoralized markets will find their expectations disappointed. 

Some theorists are asserting that prices generally should be lowered at once to the 
point where new buying comes in, on the principle that readjustment will be less painful if 
performed at one jerk, like pulling a tooth. Others believe that prices should not be per- 
mitted to fall until we are again on a basis of peace production; that even further inflation 
would be better than immediate deflation, which always has a depressing influence. 

It is unfortunate for the country, doubtless, that neither side will have its way. 
Where prices are falling at all, they are receding gradually and in an orderly manner. 
The natural development of economic conditions can now be trusted to take care of this 
matter of prices without serious disturbance, and in view of the degree to which prices 
were kept down during the war by the policy of Government fixation, we do not look for 
any serious general decline in 1919. 


Money Rates in 1919 
O long as our currency continues to be inflated by the great volume of Federal 
Reserve notes now outstanding through the discounting of Government war 
paper, money is likely to work easier—at any rate up to the time of the next 
: Liberty Loan. Discounts on Government obligations were $1,400,000,000 
last week, which was an increase of $100,000,000 over the previous week but was still 
somewhat below the highest point reached. 

The gradual reduction of these discounts is the real peace problem. It is difficult 
to see how they can be cut down while new Treasury certificates are being steadily placed 
with the banks in large volume, as at present. The next Liberty Loan, in theory at least, 
should refund some of these bank credits into the form of permanent investments, and the 
remainder will be gradually transformed into that form by the accumulated savings of the 


le. 
But this is likely to take a long time. In the flotation of the next loan patriotism, 


while still an element, will not be such a mighty influence as in past loans. The present 
market prices of the previous loans show plainly that the Government will hereafter have 
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to compete in the market for capital on the basis, for the most part, of investment yield 
as compared with other classes of securities. 

In addition we may expect, now that the restrictions on new capital issues have been 
removed, that corporations will be entering the market to secure new capital in much 
larger volume than in 1918. The Pennsylvania R. R. has already led the way by a 
sale of long term bonds on a 5% basis. These were quickly snapped up, and that fact 
will encourage other corporations to follow the example set. 

In a word, since the war has crowded the corporations almost entirely out of the 
capital market for nearly two years, there is normally a big demand for new capital lying 
dormant which is ready to come forward just as soon as conditions permit. Under these 
circumstances the country’s new savings will find a wide choice of opportunities for invest- 
ment, and will not flow exclusively into the next Liberty Loan. And it will therefore be 
difficult to reduce immediately the extent of borrowing on past or future issues of Govern- 
ment paper, or to cut down the total of the outstanding Federal Reserve notes based on 
such paper. 

The outlook for money in 1919 is therefore very much mixed. On the one hand, 
abundant new security issues, Government and other, will tend te absorb investment capi- 
tal and prevent rates from falling; on the other, the large volume of Federal notes in circu- 
lation (which apparently can be reduced only very gradually), the January interest dis- 
bursements and the constant receipt of important interest payments from foreign countries 
on their bonds and notes owned here, the release of capital from war industries, and doupt- 
less some release of capital from general business uses also, because of dullness in some 
lines, will tend to maintain the supply of capital for new investment and will therefore 
work towards easier rates. 

At the moment the latter group of influences is the stronger, as is shown by the fall 
of about 34 of 1% in time money rates at New York, and we look for a continuance of 
these easier rates during the next two months; but we do not see the prospect for genuinely 
low rates for the first half of 1919, and probably not in the last half. 


The Railroads 
T is useless to comment at length of the railroad outlook until some definite plan 
is evolved for their future. Leading interests are now at work upon such a plan. 
It remains to be seen what reception it will meet from Congress and from the 
country at large. 

The uncertainty has naturally had some adverse effect upon the prices of railroad 
securities. We believe, however, that in the end the roads will be fairly dealt with. Ther 
necessities and their importance to the country are too evident to be ignored. Those who 
sacrifice their railroad stocks because the future cannot now be definitely foreseen are 
taking counsel of timidity and we very much doubt whether their action will prove to have 
been wise when the railroad situation has finally been adjusted. 


The Market Prospect 
AKING the market as a whole, the quality of the buying is much better than 
the quality of the selling. Stocks are being sold by those who fear the immediate 
effects of readjustment to a peace basis, of the sharp decline in the net earnings 
. of most of the railroads and many public utilities, and of delay and uncertainty in 
the disposition of the railroad question by Congress. Stocks are being bought by larger 
investment interests, who are looking beyond present conditions, which they believe to be 
temporary. 

The restriction on Stock Exchange loans is not now an important factor, since 
liquidation in various issues has reduced loans from natural causes. There is a good deal 
of difference in the market position of different issues. Some offer a resistance to liquida- 
tion which warrants immediate purchases. Others may yet seek a somewhat lower level 
before the turning point is reached. 

Those who wish to obtain our views more frequently are referred to page 13a of ow 
advertising section. > 


December 30, 1918. j 


























Looking Ahead 


Light Thrown on the Confused Business and Investment 
Situation by International Price Relations and Trade— 
Our Present Position in the ‘‘Major Cycle’’— 

A Prosperity Era Still Ahead 





By G. C. SELDEN 





oughly stupified as when the war 

broke in 1914. Nevertheless 
our, financial leaders, our professors of 
economics and our students of trade ten- 
dencies have, as usual, a good deal of dif- 
ficulty in reaching any agreement as to 
what is to come. 

There is a pretty general notion that 
the world will have to pay for its wild 
war “jag” by a very head-achy morning- 
after depression. But there is no sort 
of harmony as to when this depression 
will arrive. 

Some think it is close upon us. In the 
cut in steel and automobile prices, the dis- 
charge of war workers, the coming wool 
auctions and so on, they already feel the 
clammy touch of the chill hand of ad- 
versity. 

Others would wait a year or so, until 
the world’s bare shelves are again stocked 
up with goods and until the “pauper labor 
of Europe,” now more thoroughly pau- 
perized than ever, begins once again to 
make goods for next to nothing and force 
them upon our unwilling and declining 
markets. 

Still others, with an eye on the panic 
of 1873, which waited eight years after 
the end of the Civil War before it de- 
scended upon us like a long-deferred 
thunder-clap of vengeance, predict that 
a brief period of readjustment will be 
followed by several years of great pros- 
perity, but that “eventually” we must un- 
dergo a severe and prolonged depression. 
Since “eventually” is a long time and al- 
lows the prophet that ample lee-way 
which has always been characteristic of 
prophecies from the Delphic oracle to the 
kimonoed fortune teller of today, it would 
not be surprising if this third group of 
soothsayers should prove to be right. 


EACE finds the investment and 
P| business world not quite so thor- 


Cause of the Trade Cycle 

Hardly anyone, I suppose, will now 
question the reality of the “Major Cycle” 
of prosperity and depression. “There is 
a tide in the affairs of men” which ebbs 
and flows with a truly astonishing regu- 
larity. Panic, depression, low prices, im- 
provement, great activity, high prices, 
boom, wane and panic again, succeed each 
other over a swing so long that a new 
business generation is to the fore by the 
time the cycle is completed. 

These cycles are commonly marked off 
by the panics with which they may, in a 
sense, be said to end. Such “major 
panics” came in 1837, 1857, 1873, 1893 
and 1914—two intervals of 20 years, one 
of 16 years (speeded up, it is to be pre- 
sumed, by the wild inflation of the Civil 
War), and the last of 21 years, which 
might perhaps have ended in 1913 had it 
not been for the Kaiser-made cataclysm. 

What, then, is the cause of the cycle? 
What has it to say for itself when haled 
before the judge to show cause why it 
should not be thrown out of court? 

Judge: “Have you:any real existence 
or are you merely a pretty theory?” 

Cycle: “I point to my historical rec- 
ord.” 

Judge : “What is the cause of you?” 

Cycle: “It is usually stated to be the 
accumulation and dissipation of capital. 
During a period of depression people be- 
come cautious and save their money. Thus 
capital accumulates and flows into the 
channels of trade creating a growing ac- 
tivity. But as people become prosperous 
they gradually forget their caution and 
spend freely, until the supply of capital 
becomes depleted. Little by little this 
pulls the underpinning out from under 
the structure of prosperity until at last 
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it collapses in panic. Then I start over 
again.” 

Judge: “But why do people behave in 
that silly manner? Why does not capital 
accumulate by a steady and gradual 
growth, without these unpleasant inter- 
ruptions ?” 


so far as I know, in 1902, was then label- 
ed the “effort to anticipate.” When prices 
are rising everybody tries to buy ahead 
of his needs, thus causing prices to heep 
on rising; and when prices fall, every- 
body tries to sell out ahead of the other 
fellow. We all know that this happens 
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Cycle: “You are right in supposing 
that, since cycles result from saving and 
spending, their ultimate cause must be 
sought in the minds of men. There are 
two human characteristics which, work- 
ing together, produce the Major Cycle. 
One of them, first, definitely identified, 


in speculative markets. But it also hap- 
pens in all other markets, and in connec- 
tion with practically everything that is 
bought and sold. 

“The other fundamental cause is our 
universal habit of measuring our pros- 
perity in terms of money—not in what the 
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money will buy. When the purchasing 
power of the dollar falls we find our- 
selves with more dollars, feel rich, and 
spend freely. When the dollar rises we 
have fewer dollars, feel poor, and try 
hard to save—although our fewer dol- 
lars will buy just as much goods as the 
more dollars would buy previously.” 

Judge: “This is getting pretty deep for 
me. Remember I am only a judge. Don’t 
expect too much of me.” 

Cycle: “Sorry, but that is the best I 
can do in the space allowed me by THE 
MAGAZINE OF WALL STREET.” 


The Cycle and the War 


Wars, minor panics and _ political 
‘hanges, such as in the tariff or the cur- 
rency, modify the course of the major 
tycle, lengthen it or shorten it and cause 
intermediate changes, but do not break 
up its broad swing. 

I have already noted the effect of the 
Civil War. The present war seems, so 
far as can now be told, to have had the 
effect of delaying the beginning of the 
present cycle for a year and probably to 
have hurried its progress since then. So 
far as can be judged from price and 
trade statistics, our position in 1919, five 
years after the panic of 1914, is about 
the same as the point that might normal- 
ly have been reached in 1921 or possibly 
1922. The reasons for this conclusion— 
or some of them, at least—will appear 
in connection with the graphs which I am 
now about to discuss. 

In order to show the progress of major 
cycles we naturally fall back on the course 
of prices, the evidence of prosperity 
given by the liabilities of commercial fail- 
ures year by year, the amount of our im- 
ports and exports, etc.. That is, we must 
examine in some way the figures which 
measure prosperity and depression. The 
only way to present these intelligently to 
the eye is by means of graphic diagrams. 

One difficulty is that, in covering such 
a long period of years, the great growth 
of trade as a result of the development of 
the country obscures the trend of the 
cycle. In the graph herewith I have ob- 
viated that difficulty for the most part. 

In foreign trade, for example, our ex- 


ports have risen since 1874 from almost 
nothing to a tremendous total. I there- 
fore show, not our actual export bal- 
ance, but the per cent of that balance to 
the total of our exports and imports 
combined—that is, to our total foreign 
trade. This gives us a corresponding re- 
lationship for each year. 


The line of our export balance so 
shown reflects the major cycle with re- 
markable clearness. Starting with ex- 
tremely depressed conditions in 1874, our 
export balance made a great leap to 1878, 
then dwindled until 1888, rallied for a 
few years, and reacted in 1895, from 
which point the cycle started over again. 
The correspondence is so remarkable as 
to be worth tabulating: 

Depression 1875-1895-1914 

Highest Point 1878-1898-1916 

Lowest Point 1888-1909 
1894-1913 

That is, these four points in the cycle 
have occurred with such regularity since 
1874 that in all cases they are 18 to 21 
years apart. 


American and Foreign Prices 


The immediate cause in the rise and 
fall of our export balance lies in the re- 
lation between American and European 
prices—since nearly all of our foreign 
trade has been with Europe. To show 
this, I have added a dotted line to the 
graph giving the ratio of English to 
American commodity prices. To be more 
exact, the dotted line represents the Lon- 
don “Economist’s” index number divi- 
dend by Falkner’s American index down 
to 1889 and by Dun’s index from 1889 
to date—the two being practically identi- 
cal in 1889. 

No scale is shown for this line, as the 
figures represent nothing except a re- 
lation. 

When the dotted line rises it means 
that English prices are higher in propor- 
tion to American prices; when it falls 
English prices are lower in comparison 
with American. 

Commodity prices are influenced by a 
wide variety of causes. Nevertheless it 
will be seen that this price relation also 
marks off the major cycle with consider- 
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able regularity. In fact, it could not be 
otherwise. When our prices are relative- 
ly low in comparison with European 
prices foreigners naturally buy more 
goods from us and sell less to us. So 
our excess of exports over imports in- 
creases. And when our prices rise in 
comparison with theirs, we necessarily 
sell them less and tend to buy more from 
them, so our export balance falls or 
even turns into an import balance. 


The Cycle in Stock Prices 


As of the greatest interest to the in- 
vestor, we next show the general course 
of stock prices. The line from 1874 to 
1902 is the 20-rail average compiled by 
Henry Hall; from 1903 to 1912 it is the 
Dow-Jones’ 20-rail average—the two hav- 
ing been nearly the same in 1902-3, Since 
1913 the rails alone fail to give an ade- 
quate idea of the market, because of 
the great prominence of industrials to- 
gether with adverse legislative conditions 
for the rails. For the later years, there- 
fore, I have used the Times’ average of 
50 rails and industrials, which makes 
necessary a change of scale. As a whole 
the line fairly represents the broad swings 
of the market. 

The swing of the major cycle is plain- 
ly visible in stock prices, but we note 
that from time to time it is interrupted 
by temporary panics, as in 1884, 1890, 
1903 and 1907. All of these except 1903 
were due to “tight money,” a trouble 
which will be much less acute in future 
because of our improved bank system. 
rhe 1903 panic was due to excessive is- 
sue of new securities—‘‘undigested se- 
curities,” as the elder Morgan put it. 

It will be seen that the swing of stock 
prices is constantly several years behind 
that of our export balance. This makes 
the comparison especially valuable—since 
most statistics follow stocks instead of 
leading them. 

Industrial Prosperity 

Changes in the degree of prosperity of 
general business may be shown in several 
ways, but the most satisfactory for such 
a long period as here covered is found 
in the liabilities of business failures. 
When trade is depressed more business 
men fail; when it is booming fewer fail. 


I have eliminated the element of 
growth in this case by taking, not the ag- 
gregate liabilities for each year, but the 
liabilities per firm in business—that is, 
I have divided the total liabilities each 
year by the approximate number of firms 
in business in that year. This has ap- 
parently never been worked out before. 
To make the line correspond with the 
other lines on the diagram, the scale is 
reversed—since the fewest failures show 
the greatest prosperity and an increase in 
failures shows trade depression. 

We see at once from this line that there 
has been a steady growth in the stability 
of American business. In 1877 liabili- 
ties of failures amounted to over $340 
for every firm in business; in 1893 to 
$313 ; in the panic of 1907 to a little over 
$200 ; and in 1914 to only $164. 

While this line shows more irregulari- 
ties than the others, it neverthless indi- 
cates plainly the progress of the major 
cycle. 


The Present Outlook 


With this understanding of the main 
features of the cycle we are prepared to 
locate, as nearly as possible, our present 
position and thus to judge in a broad way 
what is to come. 

The ratio of English prices to Ameri- 
can is higher now than ever before, but 
there is a slight drop from 1917 to 1918. 
And our export balance reached its 
highest point in 1916. There is no rea- 
son to doubt that this corresponds roughly 
to the jiigh points of 1878 and 1898—and 
those years, it will be seen, in each case 
preceded a great boom in stocks, lasting 
in the first instance until 1881, or three 
years, and in the second case until 1901, 
again three years. 

Moreover, generally prosperous invest- 
ment and business conditions continued 
for 14 years after 1878 and for 12 years 
after 1898. Prosperity was not contin- 
uous during these periods. It was inter- 
rupted by minor depressions, notably in 
1884 and in 1907-8, but they were not of 
long duration. 

Next, what are the differences in our 
present position as compared with these 
similar periods in the past? 

First, foreign prices are higher com- 
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pared with ours. This greater disparity 
is partly due to interference with ocean 
transportation and partly to the fact that 
Europe’s issues of paper currency and ex- 
pansion of credit during the war have 
been greater than ours. As these condi- 
tions are gradually modified it is highly 
probable that foreign prices will fall as 
compared with ours, in a manner roughly 
similar to preceding cycles. In the mean- 
time this condition is favorable to the 
maintenance of our balance of exports 
over imports. 

Although our export balance has al- 
ready begun to fall and will doubtless 
continue to do so, it is still very high; 
and in view of the great requirements of 
both neutral and belligerent nations, there 
is no reason apparent why it should fall 
any faster from 1918 to 1924 than it fell 
from 1900 to 1906. 

Coming to stock prices, we have seen 
that 1918 apparently corresponds as 
nearly as can be estimated to 1880 and 
1900; that is, the violent stimulus of 
the war has hastened the progress of the 


cycle by about two years. All of the lines 


on the graph indicate that. If this as- 
sumption is correct, 1919 will correspond 
to 1881 and 1901, both years of active 
markets at relatively high prices. 

On the other hand, our markets have 


been depressed by big sales of Govern- 
ment bonds and are still held in leash by 
credit restrictions. Prices of our rail- 
road stocks especially are relatively much 
lower than in the corresponding years 
just mentioned—they look more like 1878 
and 1898. It is the high prices of indus- 
trial stocks, where in many cases big as- 
sets have been built up during the war, 
that raise the general average to a higher 
level. 

There is one important bullish factor on 
investments now that did not exist in 
previous cycles—ih fact, it was then a 
bearish factor—and that is the big bal- 
ance of interest payments due us from 
Europe every year. Heretofore we have 
been paying interest to Europe; now we 
are to receive it, and in larger amounts 
than we ever paid. This is bound to have 
a very important effect on our invest- 
ment markets. 

I have endeavored to present the facts 
as comprehensively and impartially as 
possible in a limited space. My own con- 
clusion is that we have ahead of us at 
least half a dozen years of generally 
prosperous investment and trade condi- 
tions—interrupted, as usual, by tem- 
porary periods of dullness, but without 
serious or prolonged depression. 


WORLD CHARTER FOR CORPORATIONS 


“While the world is so palpably in 
a state of flux, why not also maintain 
our capital in a liquid state? Why not, 
by an authorized type of international 
commercial corporation provide a safe 
and convenient channel directed to 
those places where that capital is most 
required ?” 

This is a suggestion made by 
Richard S. Harvey, the well-known 
law text book writer of Washington, 
D. C: 

Mr. Harvey suggests that foreign 
business be conducted through inter- 
national corporations, which shall have 
one or more representatives on the 
board of directors in each country 
where it is desired to do business. This 
representation will assure to local in- 
terests in each country full informa- 
tion as to what is transpiring, and will 


with equal certainty maintain local 
right to urge argument and press poli- 
cies upon the consideration of the man- 
agement. 

Each company, says he, shall be em- 
powered to do business’ upon equal 
terms with domestic companies in one 
or more foreign countries upon compli- 
ance with certain requirements corre- 
sponding broadly to those contained in 
the general corporation laws in force in 
all, or nearly all, of the States. 

He states that to permit the filing of 
duplicate incorporation papers in cer- 
tain specified countries, with right to 
do business and to receive treatment as 
a domestic corporation in each of these 
countries, is only an extension of prin- 
gs recognized as practical and actu- 
ally applied in matters pertaining to 
trade-mark and copyright law. 


sas nS Sl SSNSINNNESESD 





Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





“Protect American 
Industries”—E. H. Gary 


The United States is entering on an 
era of unprecedented prosperity and 
progress, the extent of which no per- 
son can safely predict, according to 
Judge Elbert H. Gary, Chairman of the 
United States Steel Corporation, 
whose article in the January number 
of System headed “And Now Peace” 
is bristling with optimism on the busi- 
ness outlook. 

Judge Gary makes a plea for ample protec- 
tion to American industries as a proper safe- 
guard to the future prosperity of the country. 
With wages so low abroad he feels that it is 
essential to protect the American business man. 
On this subject Judge Gary writes: 

“There should be included in the laws fea- 
tures which will furnish reasonable and ade- 
quate protection to American industries and 
also revenue for governmental purposes, a plan 
for reciprocity or reciprocal negotiations and 
relations with other countries, so that all con- 
ditions, changes, and emergencies can be met 
and solved for the benefit of all concerned, and 
the amounts of the tariffs applicable to various 
commodities should be carefully, logically, and 
scientifically ascertained, and necessary fair 
and reasonable protection—no more, no less— 
thus afford 

“When our competitors in other leading 
countries are ready to adopt the laws of free 
trade for our commodities, then will be soon 
enough for us to consider similar action favor- 
ably. If we were to have free trade through- 
out the world we could probably take care of 
ourselves in any contest for the disposal of 
what we have for sale.” 


“Secure Future for 
Automobile”—J. N. Willys 
“An analysis of the trend of events 
gives me every reason to be optimistic 
about the future of the motor industry,” 
says John N. Willys, president of the 
Willys-Overland Autmobile Co., to the 
Boston Commercial. 


“My conception of the automobile has always 
been that of a unit of individual transportation. 
War conditions found the automobile at its 
best in supplementing the efforts of millions 
of men as an aid to personal efficiency. While 
material conditions during the war served to 
temper the mettle of manufacturers and deal- 
ers, the motor car was unreservedly accorded 
definite recognition in the world’s business as 
a cog in the vast machinery of transportation. 

“For the reconstruction work of world, 


thousands of cars and trucks will have to be 
supplied by America to Europe until manufac- 
turers over there can produce enough for their 
own needs. 

“In the transition period we are now en- 
countering, the most favorable and speedy re- 
turn to peace-time production can not be ac- 
complished for some months, but the process 
of change is now. well under way. 

“There is opportunity just ahead for the au- 
tomobile manufacturer. The motor car is now 
viewed in a new light as a time-saver, a new 
economic force, and it will take its place on a 
much larger scale in the business world. 

“The big job for the manufacturer will be to 
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apply the new experiences gained in war-time 
to the production of automobiles in peace-time, 
to meet the increased demand that will surely 
exist.” 


Capital Issues Committee 
Suspends Activities 
Legislation to prevent the sale of 
worthless and fraudulent securities is 
required immediately to safeguard the 
public against enormous losses, Chas. 
S. Hamlin, chairman of the Capital Is- 
sues Committee, declared in a state- 
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ment announcing that the committee, 
which has controlled the sale of se- 
curities during the war, would suspend 
operation December 31. 

In warning the public against reckless and 
fraudulent promoters Chairman Hamlin dis- 
closed the fact that “schools are being estab- 
lished in some parts of the country to drill 
salesmen in the art of persuading investors to 
subscribe to unmeritorious or worthless securi- 
ties.” He said it is the intention of the com- 
mittee to recommend to Congress a law to 
prevent these abuses. 

Secretary of the Treasury Glass, comment- 
ing on the decision of the Capital Issues Com- 
mittee to suspend operations, also emphas‘zed 
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the importance of legislation to protect the 
public against unscrupulous promoters 
“I intend to ask aren immediately for 
ec 


legislation that will check the trai: in worth- 
less securities,” Secretary Glass said. 

les S. Hamlin, chairman, made this 
statement for the committee: 

“In view of the rapid changes that have 
taken place since the signing of the armstice, 
the Capital Issues Committee has voted to sus- 
pend its activities on December 31. 

“The committee will not be dissolved, but 
will remain inactive, unless it is found that the 
sale of new securities competes unduly with 
government financing, or for other reasons it 


may become desirable for the committee to re- 
sume its work pending its dissolution by the 
President or by operation of law.” 


“Must Protect Oil 
Pioneers”—E. L. Doheny 


“The Government should continue 
to lend its influences to the protection 
of these pioneers and developers whose 
discoveries result in adding to the 
world’s supply of fuel and lubricants, 
that most staple of all staples which 
has been credited by such high authori- 
ties with such great value in war, and 
which through the mechanical genius 
of our great manufacturers will be 
made a means of more economically 
than ever producing and transporting 
the needs of those who have survived 
the great conflict,” said E. L. Doheny 
in an interview with a representative 
of Dow Jones & Co. 

“As a whole, the future outlook for petroleum 
holds nothing but promise of prosperity to 
those engaged in the industry. I think the 
public at large has no cause for feeling over- 
anxious as to whether or not the supply will be 
sufficient to meet the increasing and new de- 
mands. While the supply from the United 
States’ fields probably could not be increased 
to meet a much greater demand than now 
exists, it is reasonably certain that many new 
and extensive oil areas will be developed with- 
in the boundaries of the United States, and 
that when the price and the cost of production 
taken together will justify, an immense new 
source of supply may be developed in the oil- 
containing sands and shales that do not yield 
their content by gravity, but will need to be 
mined and treated as are ores in order to ex- 
tract their petroleum content.” 

“There are many promising undeveloped oil 
areas in the country to the south of us; Mex- 
ico, as is well-known, having within its bounda- 
ries the most prolific fields not yet developed 
whose potential capacity is at least temporarily 
greater than that of the United States. The 
Mexican supply can be, and probably will be 
made available at a much greater annual rate 
than at present by the building of additional 
pipe lines to the coast, and the provision of 
sufficient tanker capacity to transport the same 
to the markets. To the south of Mexico there 
are many countries that have promising indica- 
tions of petroleum, and in some of them, nota- 
bly Peru, Ecuador, Colombia and Venezuela, 
substantial developments have already been 
made which to the initiated brings the convic- 
tion that the development of the use of petro- 
leum will not outstrip the supply for many 
generations.” 


Reserve Board Warns 
Against Inflation 
American bankers hereafter will be 
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the world’s bankers. Their services, 
with the return of peace, lie in finan- 
cing movements of consumable goods 
to foreign countries, according to an 
analysis of the world’s financial prob- 
lems by the Federal Reserve Board. 
This program, the board indicates in 
its December bulletin, opens a new era 
in international finance. 


To the end that this nation’s banks may aid 
the world in supplying materials for food and 
for reconstruction, the board warns against 
“expansion of credit too far and, so far as 
practicable, the reduction of credit which al- 
ready exists, as advisable.” 

The Board warns that inflation must be con- 
sidered a continuous menace. Conditions 
brought about by long-term loans, granted by 
banks because of the belief that such action 
was a patriotic assistance to the Treasury, con- 
stitute a danger which must be reckoned with, 
the Board said. It was explained that while 
these loans will-be liquidated without difficulty 
it is not advisable to make more of them be- 
cause of the. probable decline in prices. Indus- 
trial loans should be of a character not easily 
disturbed by any change in prices. 

The Board summarizes the Nation’s business 
conditions as “very satisfactory.” In some sec- 
etions there is a hesitancy in going ahead with 
construction and expansion of industry. This, 
however, is offset by an increase in retail busi- 
ness. Preparations are being made in every 
Federal Reserve District, reports show, for un- 
precedented business activities. There is a 
genuine shortage of labor throughout the coun- 
try, according to the report. 


Secretary Glass Calls 

For Continued Thrift 
Secretary Glass has issued a state- 
ment to the American people calling 
for continued co-operation in meeting 
the financial requirements of the Gov- 
ernment and urging that the habits of 
thrift, acquired in the war period, suf- 

fer no change at this time. 


He asked that the organizations of patriotic 
men and women, who gave their services for 
the sale of Liberty bonds and War Savings 
Certificates be held together, and urged that no 
one dispose of Liberty bonds except under the 
spur of necessity. 

In part his statement says: 

“It is vitally important that the Treasury 
should continue in a most energetic way the 
sale of War Savings Stamps and Certificates. 
Among the valuable and much needed lessons 
we have partly learned from the war is that 
of thrift and intelligent expenditure. Thrift 
helped to win the war and will help us to take 
full advantage of a victorious peace. It is, 
therefore, imperative that we do not relax into 
old habits of wasteful expenditure and impera- 
tive that the habit of reasonable living, (on the 


part of those of both large and small means,) 
so easily acquired during the war period, be 
continued. 

“Millions of our people have becomé holders 
of bonds of their Government, but some of 
them seem to feel that they are under no 
further obligation to retain these bonds and 
they are selling them and using the money for 
unnecessary purposes or exchanging them for 
other securities of very doubtful value. So 
long as the United States needs to sell bonds 
those who hold the present issues should not 
dispose of them except under the spur of ur- 
gent necessity. They have invested in the 
best security in the world and it is both to 
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their own interest and to that of their Govern- 
ment that these securities be retained.” 


New System in 
Stock Dealing 
Through an amendment to the con- 
stitution, the Governing Committee of 
the New York Stock Exchange has 
paved the way for important changes in 
the method of financing stock market 
operations and in delivering securities. 
The plan, which involves the formation of a 
corporation with $500,000 capital, aims to do 
away with overcertification of checks, and to 
supply a central agency for the clearance of 
brokers’ call loans. Steps looking toward 
weekly or fortnightly settlements in replace- 
ment of the current day-to-day payment for 
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securities bought are not involved in the new 
undertaking. 

A — committee of Governors headed by 
S. F. Streit proposed the formation of a clear- 
ing organization. 

“Your committee is confident,” the report 
says, “that through the operation of the 
Stock Clearing Corporation at least 65 per cent. 
of the present daily extension of credit re- 
ceived from banks will be eliminated, and be- 
cause of the control by the Governing Commit- 
tee of the New York Stock Exchange through 
the Directors of the Stock Clearing Corpora- 
tion, and new and efficient methods, there will 
be afforded protection against risk and liability 
to the members of the corporation that should 
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cause the business of the Exchange to be con- 
ducted on a safer basis than ever before.” 


“Higher Bond 
Prices”—C. E. Mitchell 

Charles E. Mitchell, president of the 
National City Co., one of the largest 
bond distributing organizations in the 
country, says in an interview with the 
Boston News Bureau: 

“I expect bond prices to advance. With war 
contracts being canceled business concerns all 
over the country will liquidate inventories. 
They will then pay off loans at their banks; 
the banks.will reduce their liabilities at the Re- 
serve Banks, and the Reserve in turn 
will cut down their note circulation. Thus is 
deflation accomplished. It must inevitably 


mean lower prices for commodities, lower in- 
terest rates, and 
prices for bonds. 
“So far as money rates are concerned, I am 
of the opinion that the situation is actuall 
much easier than appears on the surface. Bank 


by the same token higher 


deposits are enormous. Deposits of the Na- 
tional City Bank today are the biggest in the 
history of the institution. But restrictions on 
the loaning of funds are still in force, and so 
long as they remain in force quoted money 
rates will not express the true relation between 
the money supply and demand. With all re- 
strictions cut off I believe money rates would 
at this very moment be easier.” 

Asked regarding the effect upon the bond 
distributing business of the wide diffusion of 
Liberty bonds throughout the country, Mr. 
Mitchell said: 

“The effect has been clear-cut in our own 
business. Our average sale is smaller now than 
it has ever been before. On the offering of 
$50,000,000 Pennsylvania bonds Friday morn- 
ing we received from our various offices about 
a thousand orders for $1000 bonds. Formerly 
the method of disposing of an issue was to 
distribute it in large blocks among big institu- 
tions and rich men. But the thrift idea which 
the government has implanted in the minds of 
the people, will, I believe, change this. Of 
course the industries of the country can never 
hope to offer an incentive to thrift correspond- 
ing to the government’s appeal to the patriot- 
ism of the people during the last year and a 
half, nevertheless the man with a small sum 
to invest is collectively a powerful factor and 
methods will be devised to employ these 
amounts—huge in the aggregate—in the financ- 
ing of our industries.” 


Are U. S. Bonds 
on Right Level? 


Frequent extravagant published as- 
sertions to the effect that shortly after 
the return of peace the holders of Lib- 
erty Bonds will be able to realize glow- 
ing profits on their holdings by reason 
of a substantial advance in the market 
value far above par, fail to take into 
account that no precedents exist for 
making such estimates, writes C. F. 
Childs in The Financier. 


It is probably conservative to base calcula- 
tions of future prices upon a 4% money basis 
in the expectation that a credit level of that 
figure will be established by the United States, 
Great Britain and France within a few years 
after the close of the war. Furthermore, the 
continuance of high taxation, which seems in- 
evitable for several years, will undoubtedly be 
considerably modified, with the result that a 
considerable number of holders of Liberty 
bonds will probably sell them regardless of 
their various tax-exemptions (most of which 
will cease two years after the war) in order 
to reinvest the proceeds in other securities. 
By that time there will be no further incentive 
to persuade twenty-five million bond-holders 
that it is unpatriotic to surrender their holdings 
of Government Bonds. Therefore, if we esti- 
mate a 4% basis as prevailing by January 1, 
1921, and if we anticipate that a demand will 
then exist on the part of the public to invest 
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in the same bonds to net them only 4% in- 

come, they should be quoted as follows: 

3%s (due 1947, redeemable 1932) 

First (converted) 4%s (due 1947, re- 
deemable 1932 

Second (converted) 4%4s (due 1942, re- 
deemable 1927 

Third 4%s (due 1928) 

Foss) 4u%s (due 1038, redeemable _ 


= 102% 


= 101% 
= 101% 


102% 


pow these approximations will be 
governed by the supply and demand, and since 
the bonds outstanding of one issue differ in 
amount from those of another, and as the tax 
features also vary with respect to the different 
bonds acquired under different circumstances 
in nearly every case, due allowance should be 
made for those particular factors. 


Big Inventories 
of Industrials 
At the conclusion of the armistice 
industrial companies generally found 
themselves with record inventor.es, 
says the Wall Street Journal. This 
was to have been expected as not only 
have prices at which their present 
stocks were purchased been abnormal- 
ly high, but demand for their goods 
was above the normal and it was ab- 
solutely necessary to carry laige 
stocks. In many cases the value of 
goods on hand was as much as three 
times above normal peace inventorics. 


Below is shown inventories of a number of 
large steel and copper consuming companies, 
according to their latest annual reports, with 
comparison with inventories report for 1912 
or 1913, in each case the year being chosen 
which affords the best basis for comparison : 


Company Latest Report Pre-War 


Amer. Car & Foundry. .$28,786,594 $12,439,214 
Amer. Locomotive*.... 11,637, 5,749,234 
Amer. Steel Foundries. 7,352 854 2,108,473 
Baldwin Locomotive... 25 '937, 164 4,623,927 
General Electric 81,851,311 37,790,739 
International Harvester re 75,060,216 
Pressed Steel Car 6,180,428 2,569,842 
Westinghouse Electric. 60, 548 533 18,510,223 
Westinghouse Air Brake 9, 075,161 2,770,486 


* Does not include work in progress, which 
is shown separately on the balance sheet. All 
equipments companies’ inventories include a 
substantial amount for work in process and to 
this extent inventories are protected. 

Decision as to the disposition of inventories 
will depend on many factors, including the 
judgment of the management of each company 
as to the probable course of prices for ma- 
terials and the expected demand. But in some 
cases there is good reason to expect that part 
of the inventories will be liquidated by sale to 
bring them down nearer to a normal basis, 
even though this involves a loss. The loss, of 
course, would be charged against war profits. 


Financing of 
U. S. Criticized 

The report of the Committee on War 
Finance of the American Economic 
Association, presented at the annual 
meeting of the association, at Rich- 
mond, Va., disapproves of varying 
rates of normal income tax and criti- 
cizes adversely other features of the 
Income Tax law, expressing a fear that 
some features of the excess profits tax 
may have a ruinous effect upon certain 
classes of concerns. 

The report approves consumption taxes and 
indicates the problem of filling the gap that 
would result from prohibition. 

Warning is given that the talked of capital 
levy might be disastrous. Financing with 
Treasury certificates is found to be undesirable. 

The rate of interest paid on Liberty Loan 
bonds is held to be too low. Part of the ad- 
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vance in prices in commodities is blamed on 
the government’s method of financing and the 
failure to raise the Federal Reserve discount 
rate. 

The proposal to pay a bounty to gold pro- 
‘ucers is disapproved 


Wood Shipbuilders 
Fear Ruin 


Wood shipbuilders of the Atlantic 
and Gulf coasts are pressing the United 
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States Shipping Board for protection 
against what they say means financial 
Tuln. 

When Chairman Edward N. Hurley returns 
from Europe he will be confronted with the 
demand that the board shall buy their ship- 
yards at cost prices, and stand ready to sell 
them back to the owners at present valuations. 
Further, he will be asked to see that the 
Shipping Board at once take steps to advance 
the builders 75 per cent. of the money due 
them of contracts, pending final adjustment. 

A confidential memorandum has been drawn 
up by the directors of the Emergency Wood- 
builders’ Association, and laid before the trus- 
tees of the Shipping Board. It says: 

“The association believes that the Emergency 
Fleet Corporation should now reimburse the 
wooden shipbuilders for the cost of their plants 
or plant extensions and adjust the contracts 
for the construction of ships built or in pro- 
cess of building on such a basis as will repre- 





“STICK TO YOUR JOB.” 





sent a fair return for the money employed 
and work done. : 

“In all cases where the builders desire to con- 
tinue ownership of their yards, they shall be 
given the first option to repurchase them on 
terms to be agreed upon with the Emergency 
Fleet Corporation. 

“Agreements arrived at for settlement should 
be prompt and the sums of money to be paid 
in settlement should be made available in order 
to prevent financial disturbance and loss.” 


Protection of Mexican 
Copper Properties 
Cornelius F. Kelley, an officer of the 
Anaconda Copper Mining Company, 


and affiliated with the Greene-Cananea 
Copper Company, is acting as tempo- 
tary head of the big organization of 
Mexican interests now under way in 
the United States. 


This new organization, to be known as the 
National Association for the Protection of 
American Rights in Mexico, is the most am- 
bitious organized protective movement ever 
undertaken in this country. 

The organization plans to take in all the 
corporations, holders of Mexican securities, 
and every other person who has any claim on 
the Mexican Government. 


Natural Copper 
Market Urged 


The sooner copper producers dis- 
solve their agreements and let a natur- 
al market create itself, the better will 
proceed the inevitable readjustment in 
the industry, says the Engineering & 
Mining Journal, speaking about the 
situation in the metals. 

The editorial follows in part: 

As producers get their bearings through par- 
tial lifting of the fog that enshrouded them 
upon the sudden advent of the armstice they 
begin to get views that are not very cheerful. 

“The copper producers find themselves with 
about 800,000,000 pounds of crude copper on 
hand and in transit, which was very costly to 
produce. Although there is no great stock of 
refined copper, it is now beginning to accu- 
mulate. Australia and Japan also have stocks 
of copper. Great Britain does not apparently 
need to buy any copper right away. Germany 
can’t. 

“Among the major metals, the situation in 
copper is the most awkward. It is being ag- 
gravated by the mischievous agreement with 
the War Industries Board to maintain produc- 
tion and the unholy sanctioning of an agree- 
ment among the producers to maintain an ask- 
ing price which they cannot get and which none 
of them thinks he can get. This has tempora- 
rily abolished a market and is producing a 
mounting financial burden.” 


“Lower R. R. Rates 
Next Year”—McAdoo 


Substantial reduction of both freight 
and passenger rates within the next 
year, with maintenance of the present 
standard of wages of railroad employ- 
es, is the confident expectation of Di- 
rector-General of Railroads McAdoo. 
This expectation is based on continued 
Government control. 

The railroads will be as promptly returned to 
private ownership as they: were seized unless 
the five-year extension of Federal control is 


assured at an early date, Mr. McAdoo in- 
dicated. 
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The Long Swing in Bonds 


Phenomenal Decline Since 1899—Position of the Bond 


Market Now in Relation to Long ‘Swings—Why 
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By WILLIAM T. CONNORS 





ETWEEN Sept. 27th, 1918, 
and Nov. Iilth, a period of 
about six weeks, the prices of 
high grade bonds rose on the 

average about eight or nine points. 

This was one of the quickest and 
sharpest advances ever recorded. It 
was based, of course, on the ‘sudden 
approach of peace and there is no rea- 
son to think that the price movement 
was overdone, for the end of the 
world’s greatest war means the end 
of the world’s greatest waste of cap- 
ital. Such an event would naturally be 
marked by an important rise in bond 
prices, since they measure the relation 
between the demand and supply of in- 
vestment capital. 

This advance was by way’ of “dis- 
counting” the effect of peace. It oc- 
curred before there was time for any 
real accumulation of capital or for any 
noticeable decrease in war expendi- 
tures. It measured, not a change in 
the capital available at the moment, 
but a change in the views of investors 
as to the amount of capital that would 
be available in the future and therefore 
as to the prices which they could afford 
to pay for bonds. 


The result has necessarily been a 
considerable fall in the yield on any 
bond investment made at current 
prices. Take a long term bond—for 
example, the Union Pacific first and 
refunding 4s due in 2008. In September 
these sold at 77 and their current price 
as this is written is 86. That means a 
reduction in yield from about 5.30% 
to 4.65%. 

Second grade bonds have had a sim- 
ilar rise. For example, Colorado & 


Southern refunding 4%s sold at 71 in 
September and are now 80. This 
lowers their yield from 7.55% to 
6.45%—a big drop in the return to the 
investor at current prices. 

Peace Yields of the Past 


Investors have become so accus- 
tomed to the high yields obtainable 
from various securities during the war 
that they have difficulty inimmediately 
readjusting their ideas to peace yields. 
It is desirable, therefore, to review the 
general course of the bond market for 
a period of years, in order to get a 
view in perspective. The investor’s 
ship has been driven so far out of its 
course by the storms of war that he 
now needs to get out his sextant and 
locate his position. 

Various statistical organizations 
compile averages of bond prices from 
day to day or month to month. There 
is little difference in the value of the 
results. Any average of ten or twenty 
good bonds will show the general 
course of the market with a fair degree 
of accuracy. On the other hand, any 
average will vary slightly from any 
other average, according to the partic- 
ular bonds used. The graph herewith 
is based on the Babson 20-bond aver- 
age. 

Bond prices touched their highest 
point in the years 1899 to 1901. This 
was partly the result of the large ac- 
cumulation of capital which occurred 
during the business depression which 
lasted from 1893 to 1897. Moreover, 
the low level of commodity prices 
caused by the depression resulted in 
big sales of foodstuffs and merchan- 
dise abroad, so that we had the biggest 
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“favorable trade balance” of our his- 
tory down to that time, and this con- 
tributed to increase our investment 
capital. 

Public sentiment also had a good 
deal to do with creating the high plane 
of bond prices which marked the in- 
coming of the new century. There 
was a general belief that high interest 
yields were a thing of the past, that 
we had entered upon a new era of per- 
manently cheaper capital, that the 
great profits resulting from the in- 
creased efficiency of the big industrial 
organizations then being formed 
would keep interest rates low, and so 
on. 


gated to the indefinite future and has 
no practical bearing upon investments 
of today. 

Beginning with 1901 the demand for 
capital began to gain on the supply. 
Then came the “Money Panic” of 
1907, with temporary prices for bonds 
having little relation to their perma- 
nent investment value. This carried 
the bond average down to 91.6, against 
a high of 105.7 six years before. By 


1909 most of the loss had been recov- 
ered and the figure 101.5 was touched. 

After that came a slow downward 
drift to 1913, due to the simple fact 
that the world was spending and de- 
voting to various new enterprises more 
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These views seem amusing now but 
they were then accepted quite seri- 
ously. There was doubtless an ele- 
ment of truth in them. As the world 
grows older its total of accumulated 
capital increases and presumably the 
time will come when we have more 
capital than can be invested to yield 
the profits to which we are now accus- 
tomed, so’that interest yields will be- 
come permanently lower. But so large 
a part of the world still remains indus- 
trially undeveloped that this period of 
superabundant capital must be rele- 


capital than it was accumulating. The 
year 1914 opened with a much more 
cheerful sentiment towards bonds and 
prices rose from a low of 91.5 in 1913 
to 94 in February of 1914. 

It is useless to guess what would 
have happened if there had been no 
World War. Certainly the bond list 
would not have declined to the low 
level of 78.4 touched in September of 
this year, but whether or to what ex- 
tent it would have advanced we have 
no means of estimating. 
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The Peace Rally 


The peace rally so far has been 
about nine points, after a decline of 
over 27 points from the 1901 level. We 
have recovered less than one-third of 
loss. 

The present level of bonds is still 
below the bottom prices touched in the 
crash of 1907. It is below the prices 
recorded on the Stock Exchange when 
the war broke in 1914, and is only a 
trifle above the prices made on the 
Curb while the Exchange was closed. 
The average of these Curb prices as 
shown on the graph is merely approxi- 
mate. The Curb market for bonds at 
that time was a sacrifice market, made 
by sellers who must have money at 
any cost and by buyers who were look- 
ing only for extraordinary bargains. 
Such prices could not be accepted as 
an adequate measure of values, but the 
approximate figure is added to the 
graph as a point of historical interest. 

The low points of 1907 and 1913, 
which, curiously enough, were almost 
exactly the same, may justly be taken 
to represent the lowest level likely to 
be reached in times of peace—and the 
present average is still more than four 
points below those bottoms. We still 
have war prices for bonds, in spite of 
the sharp rally of the last two months. 

It is not possible to doubt that the 
broad movement of bond prices will 
be upward from this level. 

The point of greatest immediate in- 
terest is whether the present plane of 
prices will be fully maintained or 
whether bond buyers may still have 
another opportunity to take advantage 
of the after effects of war by buying 
on a considerable reaction. The man 
who could answer this question au- 
thoritatively would find himself in 
great demand in the investment world. 

Replenishment of the world’s capi- 
tal will come as fast as the energies 
of the people can be applied once more 
to the customary pursuits of peace. 
There will be a keen demand for that 
capital, however, to repair the ravages 
of war and to bring up to date the 
various enterprises and public im- 
provements which the war has tem- 
porarily pushed aside. 

We can hardly expect a rapid accu- 


mulation of surplus capital under such 
conditions, yet the balance should soon 
Le on the side of supply. And soon or 
late it must be on the side of supply. 

This situation seems so clear that 
investors who, for any reason, wish to 
sell their bonds will naturally make 
every effort to avoid selling on any 
decline in prices. A serious trade de- 
pression would force some bondholders 
to sell and thus cause a reaction in 
prices. Otherwise I do not see why 
bond prices should react, more than a 
very moderate amount. 

As to whether a serious trade depres- 
sion will occur now, I can only express 
my own view that it will not. With 
so many new and doubtful factors in 
the situation it would be folly to be 
dogmatic, but so far as I am concerned 
I cannot see the probability of any- 
thing more than an industrial readjust- 
ment, accompanied by a somewhat 
lower level of prices for steel, copper 
and other materials which have been 
most in demand for war purposes. 
This readjustment will naturally be 
accompanied by some temporary slack- 
ening of business activity but nothing 
worthy of the name of trade depres- 
sion, 

Conclusion 


We must conclude, therefore, that 
bond prices are unquestionably still 
low, when measured by any sort of 
peace conditions that have prevailed in 
the past. 

There is a very little possibility that 
the investor will again be able to buy 
bonds at the low levels of two or 
three months ago. 

There is a possibility that he can 
buy a little lower than the present 
level, but it is a question whether that 
possibility is great enough to warrant 
the intending buyer in holding off to 
wait for a reaction. 

I believe the safest plan for the bond 
buyer now is to put his funds into 
selected issues as fast as his surplus 
income accumulates. And if any con- 
siderable reaction should come he 
would be warranted in borrowing 
moderately to buy additional bonds 
which he could see his way clear to 
pay for in full in the near future. 





Attractive Industrial and Utility Bonds 
Yielding 6% 
A Selected List for the Investor Desiring Safety and 


Good Yields—Brief Discussion of the 
Issues Suggested 





By GEO. S. HAMMOND 





N article in the last number of 
this magazine discussed the in- 
vestment features of a dozen 
railroad bonds yielding about 

6% at the present market prices. The sug- 
gestion was made that anyone contem- 
plating investment in them would do well 
to diversify his purchases. To carry this 
suggestion a point further, its application 
might be extended to diversification as 
to type of security. The 6% return is 
even more easily obtainable in the field 
of public utility and industrial bonds than 
in the railroad issues, but, as the rails 
are still, in spite of their recent vicissi- 
tudes, the most stable of corporate bonds, 
even more careful discrimination should 
be employed in the selection of the other 
issues. 

The situation of the utilities and that 
of the industrials have been widely at va- 
riance. The latter have flourished beyond 
the most avaricious dreams of their stock- 
holders, and the margin of safety for their 
bonds has jumped from little or nothing, 
in many an instance, to a point where in- 
terest charges became a mere flea bite out 
of the annual income. 

Obviously, the investor is confronted 
with the task of gauging how far the re- 
verse swing of peace times will go; also 
to what extent the accretions of assets 
during the war prosperity have placed a 
new and permanent bulwark before the 
bonded debts. The flexibility of the point 
of view on this subject, according to the 
optimism or pessimism of the observer, 
makes it impossible to approach the ques- 
tion with any sure, fixed standards of 
judgment. Each case must be judged 
on its own particular merits. 

Perhaps the best course is to lean back- 
ward in one’s conservatism and take the 
position that an industrial bond is not 


desirable, except where its pre-war record 
has been clean, with the few exceptions 
where the debtor has undergone so com- 
plete a transformation that it clearly 
seems most unlikely a return to the for- 
mer low estate will occur. The reduction 
of debt by sinking funds and through pur- 
chase voluntarily plays an important part 
in this connection, many an issue having 
been reduced from a heavy figure to one 
»f moderation. 

Public utilities, on the other hand, have 
been a victim of war inflation, with their 
frequently inflexible rates and mounting 
costs. The trials through which they 
have passed have tested their stability to 
the utmost, and it is a generally fair con- 
clusion that the bonds of a concern which 
has survived this period without impair- 
ment of its strength faces an assured fu- 
ture, so far as human foresight can de- 
termine. Just as the investor should not 
be swayed too much by the phenomenal 
prosperity of the industrials, so he should 
net be carried to the other extrerie by 
the record of the utilities in the past 
year or so. It seems assured that they 
will, as a class, resume their former 
status through either a reduction in costs 
or through more comprehensive rate re- 
adjustment—perhaps through both to- 
gether. 

Market values are not quite so philo- 
sophical in their attitude, however, and 
declining net revenues have carried quo- 
tations with them. For this reason, the 
present opportunity for the purchase of 
good 5% utility bonds at substantial dis- 
counts is well worth grasping. 

A Selected List 

I have selected the issues given in the 
table as representative of the best pub- 
lic utility and industrial bonds to be had 
at prices to yield 6% or over. They all 
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enjoy good markets. The risk involved 
is not great, on the average, but it would 
be futile to pretend that the security is 
uniformly of the highest excellence. 

A logical, but, unfortunately, seldom 
ihe actual way, of regarding a return of 
this rate is, let us say, as 80% or 90% 
actual income available for ordinary ex- 
penditure, with the balance constituting 
a fund for offsetting possible deprecia- 
(ion or loss. The fund may never be 
called upon for this purpose, if sound 
judgment be employed in making the in- 
vestments. 

The undeniable fact remains, however, 
that investments do go wrong, from time 
to time, in spite of every precaution. The 
investor who has made no provision 
igainst this contingency may suffer im- 


earner. In 1914 and 1915 it had deficits 
after charges, and in 1917 it earned its 
charges but 1.79 times. As the interest 
on the General 5s comes to only about 
$290,000, however, against annual total 
incomes of from six to twenty times this 
sum, its position seems thoroughly as- 
sured. 

BeTHLEHEM Steet Co. First ExtTen- 
sion 5s were put out in 1906, when 
Bethlehem was a very small proposition, 
as compared with its present size. A 
little under $11,000,000 were originally 
sold, of which more than $4,000,000 have 
been retired by the sinking fund. They 
are secured by first lien on the property 
at South Bethlehem acquired since 1901, 
and by a mortgage, subject to $7,500,000 
Purchase Money 6s, on the balance of the 


PUBLIC UTILITY AND INDUSTRIAL BONDS YIELDING ABOUT 6% 


Issue 


Colorado Fuel & Iron General 5s 
Bethlehem Steel First 5s 
Distillers Securities First 5s 
Lackawanna Steel Consol. 5s 
Midvale Steel First 5s 

New York Air Brake First 6s 
Union Bag & Paper First 5s 
Pacific Gas & Electric General 5s 
Peoples Gas Light & Coke Ref. 5s 
Northern States Power Ref. 5s 


Consolidated Gas Electic Light & Power 


(Baltimore) Genl. 454s 
Rochester Railway & Light Cons. 5s 


pairment of principal, unless his loss be 
offset by appreciation in other holdings. 
This is what commonly happens, of 
course, at least in a relative sense and 
disregarding the fundamental trend of 
interest rates. The foregoing sugges- 
tion may be worth considering, however, 
by those who have a leaning toward high 
yield securities. 

CoLtorapo Fuet AND Iron GENERAL 5s 
amount to $5,715,000 and cover by first 
lien 11,957 acres of coal lands, and the 
rest of the property by a lien subject to 
less than $1,000,000 prior obligations, 
which mature in 1919. They are followed, 
with respect to the property of the Colo- 
rado Fuel & Iron Co. proper, by $32,748,- 
000 Colorado Industrial 5s, giving them 
a very large bond equity. The company 
has never been by any means a brilliant 


High 
Since 
1910 


102% 
104 


Decline 
12% 
9% 


Maturity Price Yield 


1434 
14 

6 

20 


9 
6.25% 94 . 


85% 6.00% 101% 16% 
plant. With their bond equity alone of 
$12,789,500 Refunding 5s and $50,000,- 
000 notes, they appear to be as secure an 
industrial bond as one could wish. It is 
by no means certain that Bethlehem will 
for many years reap any such profits as 
have come to it in the last two or three 
years, but earnings could be slashed to a 
very small fraction of those amounts be- 
fore the underlying bonds would be en- 
dangered. The Extension 5s seem an ex- 
cellent purchase. 

DistiLters Securities First 5s are 
the one bond on the list which has been 
selling at higher prices recently than for 
many a year. There is an unusual situa- 
tion in these bonds. Of an original issue 
of about $15,000,000, all but about $5,- 
500,000 have been retired by purchase in 
the market, it is reported, and it is be- 
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lieved that the buying in on the part of 
the company will continue. They are se- 
cured by deposit of a large majority of 
the stock of the Distilling Co. of Amer- 
ica, which in turn owns the stocks of the 
various subsidiaries. Working capital 
was well over the bonded debt at the end 
of 1917, and it is believed that cash and 
Liberty Bonds alone now total about 
$10,000,000. Interest was earned 7.8 
times last year. While the big war prof- 
its on alcohol are over, the company has 
big stocks of whisky on hand, carried at 
low values, and is in a position to liqui- 
date the remainder of its debt without 
difficulty. ‘ 

Mopvate Sreet 5s are secured by de- 
posit of 860,355 shares of stock of the 
Cambria Steel Co., acquired at a cost of 
about $70,000,000, against which there 
are outstanding $43,991,000 of these 
bonds. The price paid for the Cambria 
stock, at the formation of the Midvale 
Co. in 1915 was generally regarded as 
high, but it has been pretty well justified 
by subsequent earnings. With its sub- 
sidiaries, Midvale had an income before 
interest, depreciation, or federal taxes, 
of $37,606,018 in 1916, and of $71,405,- 
776 in 1917. As bond interest is only 
about $2,524,000, earnings can take a ter- 
rific drop before these bonds will be hurt. 
The net working capital is well over the 
bonded debt, which will gradually be re- 
duced by the sinking fund. Midvale has 
been largely a munitions concern, but 
some of its component parts are impor- 
tant producers of commercial steel, and 
have operated profitably for many years. 


LACKAWANNA STEEL CONSOLIDATED 5s 
are secured by a first mortgage on the 
Pekin limestone lands near Buffalo, and 
by a second mortgage, subject to $11,- 
750,000 First 5s of 1923, on the plant at 
Lackawanna and other assets. The 
amount of the issue is about $7,000,000, 
but $35,000,000 are authorized, provision 
being made for the retirement of the 
First 5s. The Consolidated 5s will thus 
become an absolute first mortgage in a 
little over four years. Lackawanna’s 
record before the war was mediocre, and 
the bonds were but poorly protected. In 
the last six years, however, the debt has 
been reduced from $41,618,000 to $23,- 


353,500. Plants have been modernized, 
working capital has been increased, and 
dividends have been conservative, the 
final surplus in 1917 alone being over 
half of the present debt. 

New York Arr Brake First 6s are a 
clean cut, first mortgage of $3,000,000, 
covering the plant at Watertown, N. Y. 
The company has been in the business of 
manufacturing brakes for about thirty 
years, and its record is good. Charges 
have always been earned with a fair mar- 
gin to spare. In 1916 they were covered 
no less than 46 times, as a result of ex- 
tremely successful handling of war con- 
tracts, profits being multiplied tenfold. 
Out of earnings for the stock in that year 
of 82.2%, only 11%% was paid out in 
dividends. The corporate surplus was 
increased in two years by more than twice 
the bonded debt, and working capital 
alone was not far from twice the debt at 
the end of 1917. Profits should not de- 
cline enough to endanger the bonds in any 
way. 

Union Bac & Paper First 5s are 
practically a first mortgage on the entire 
property of a concern which, like most 
others in the paper business, made but 
little money in the few years preceding 
the war. In 1916 charges were not earn- 
ed, but for some years prior thereto there 
had been a regular, if small, margin of 
safety. Profits have been very large in 
1917 and 1918, making it possible to build 
up an ample working capital, and to start 
dividends at the rate of 6% on the $10,- 
000,000 capital stock. There are $3,018,- 
000 of these bonds outstanding, the 2% 
sinking fund having retired $1,339,000. 
As the bonds in the fund are kept alive, 
the rate of retirement constantly grows. 
This security is not quite the most con- 
servative one that could be found, but it 
seems reasonably safe. 

Paciric Gas & Exectric GENERAL 5s 
have long been a favorite utility bond. 
The company serves San Francisco, 
Sacramento, Oakland, and a great number 
of smaller communities in central Cali- 
fornia. The business has grown steadily, 
and bond interest is regularly earned more 
than twice over, before the deduction of 
depreciation charges. The dividends paid 
have usually been well within the sums 
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available to meet them. There are at 
present $33,042,000 outstanding, exclu- 
sive of a recent offering of $3,500,000. 
Though subject to prior liens aggregat- 
ing $46,906,300, the General 5s seem to 
be amply secured. More than half the 
total revenue is derived from electricity, 
and as about three-fifths of the generat- 
ing capacity is hydro electric, the com- 
pany has at least partial protection 
against high fuel and labor costs. .The 
operating ratio has been kept down quite 
successfully, so far. 

Preopces Gas Licut & Coxke or CuI- 
caGo REeFuNDING 5s stood for a great 
many years as one of the very best of 
utility bonds, Earnings fluctuated within 
narrow limits, fixed charges being earned 
not more than 2.63, nor less than 2.20 
times from 1908 to 1915 inclusive. The 
gradual advance in costs, particularly 
fuel, cut this down to 1.87 times in 1916, 
and to .85 times in 1917. The rate sit- 
uation has been bad, and efforts to se- 
cure relief were fruitless for a long time. 
Permission was finally obtained in July, 
1918, from the Illinois Public Utilities 
Commission to put rates up 271%4%. The 
expected increase in revenue is $4,500,000 
annually, which will, if realized, bring the 
income back to somewhere near normal. 
The company may be adversely affected 
by its rate and other difficulties for some 
time to come, but these bonds appear to 
be intrinsically sound, and should ulti- 
mately be restored to their former high 
position. 

NorTHERN States Power REFUNDING 
5s cover, partially by first lien and par- 
tially by junior lien, the property of a 
prosperous company serving Minneapolis, 


St. Paul and a number of other communi- 
ties in Minnesota and neighboring states. 
The mortgage debt amounts to $30,047,- 
500, followed by nearly a third as much 
in notes. Total income is usually about 
twice charges, though somewhat affected 
at present by increased costs. The mort- 
gage bonds, with their substantial note 
equity, in addition to dividend paying pre- 
ferred stock, look very sound. 

Rocuester Rarrway & Licut Con- 
SOLIDATED 5s have long had a high invest- 
ment standing. The issue of $10,881,000 
is subject to but $3,072,000 prior liens 
in its mortgage upon a gas and electirc 
property serving one of the best terri- 
tories in the State of New York. It is 
followed by $3,900,000 General 7s. Gross 
earnings have grown without interrup- 
tion for,a number of years. The ratio 
of charges to income is most unusually 
steady, the income being not less than 1.70 
nor more than 1.91 times charges in eight 
years. With a record of this kind be- 
hind them, the bonds deserve unqualified 
confidence. 

A somewhat similar old established 
utility bond is the 44% GENERAL Mort- 
GAGE OF THE CoNsOLIDATED Gas ELECc- 
tric Ligut AND Power Co. of Baltimore, 
outstanding to the amount of $15,000,000, 
subject to $13,928,000 prior liens, and fol- 
lowed by $8,500,000 notes of 1921. This 
company has also maintained a record of 
unbroken growth, extending back for ten 
years or more, with net income advancing 
faster than charges, so that*whereas they 
were earned but 1.57 times in the year 
ended June 30, 1909, they were covered 
2.40 times in 1917,and dropped but slight- 
ly to 2.03 times in 1918. 








TAKE THAT, NEW YORK! 


Magazine of Wall Street, 
42 Broadway, New York. 


Sirs :—In the Official U. S. Bulletin of the 11th is a tabulation of the 
Third Liberty Loan by bank districts; the total quota was three billions, of 
which $2,100,000,000 was outside of New York. The subscriptions outside of 
New York were $3,043,000,000 or 145% of the quota and $43,000,000 in excess 
of the total quota. The New York quota was $900,000,000, the subscriptions 
$1,115,000,000 or 124%. The New York district subscribed the least percent- 
age of any district in the country ; had it subscribed 145% of its quota it would 
have raised $290,000,000 more. I only mention this because New Yorkers 
seem to think the rest of the country is a negligible quantity. 

————— 





Making Your Bonds Do Double Duty 


Example Furnished by Banking Practice—Conservative 
Means of Increasing Income—Mistakes to be Avoided 





By ARTHUR WALSH 





OR more than fifty years United 

State Government bonds have 

served a two-fold purpose and 

provided a double source of in- 

come to a certain class of bondholders— 

namely, the national banks. For besides 

yielding their regular interest these U. S. 

bonds could be deposited at Washington 

as security for the issuance of bank notes 

—which notes in turn could be loaned 
to the public at current money rates. 

Thus a bank which purchased $100,000 
Government 2s against which it took out 
$100,000 “circulation” would net both the 
2% on its bond holdings and, say, 5% 
through the use of its bank notes—a total 
of 7% on the single investment. It was 
this circulation privilege which has kept 
the price of certain Government bonds 
on less than a 2% basis, a fact often er- 
roneously referred to a proof of the ex- 
traordinarily high credit of our security 
as compared with other nations. 

The tanks, of course, have always been 
expert in the art of making one dollar 
do the work of two (or three, or five). 
That 1s the source of their large divi- 
dends and the dizzy heights of bank stock 
quotations. , But cannot the humble citi- 
zen emulate the practice of these captains 
of finance, and by skilfully cultivating the 
field of his capital bring forth two blades 
of interest where only one grew before? 
Let us see. 


How the Banks Work 


The basis of banking profits lies in 
using borrowed money. 

A bank invests in bonds, notes, mort- 
gages and (chiefly) loans to business 
men. But only a small part of the funds 
so invested is derived from the banker’s 
own capital ; the rest is borrowed from his 
depositors. 

Outright purchase is not, therefore, the 
criterion of real investment. Low priced 
“pups” are paid for in full because no 
one will lend on them, yet they are usual- 


ly pure gambles. On the other hand, the 
Liberty Bond subscriber who borrows 
from his bank to carry his investment 
can hardly be termed a speculator. 

This distinction being clear, let us con- 
sider further the investment possiblitics 
of operations of this character. The bank 
derives its profit from investing or lend- 
ing at a higher rate than it pays its de- 
positors. The same theory underlies a 
successful commercial business which 
aims through judicious borrowing to ex 
tend the earning power of its capital. 
In the case of an industrial corporation 
the advantage to the stockholders of hav- 
ing a conservative part of the total capi 
talization in the form of bonds is not gen 
erally realized. A prosperous compan) 
which has borrowed half its capital may 
often earn early twice as much per share 
as another which has only commen stock 
outstanding. 

Borrowing for the purpose of increas 
ing the net return on one’s capital is thus 
a universal practice in commerce an 
finance. Precisely the same course is 
open to the individual investor who uses 
his Liberty Bonds, or other securities, as 
collateral for additional holdings—care 
fully chosen, well protected and yielding 
a high enough income return for the pur- 
pose. 

We offered a concrete example of the 
results obtained through the purchase o! 
$10,000 notes against the deposit. o! 
$5,000 Liberty 4%s: 

EXAMPLE I 


Original Capital, $5,000 Liberty 4%4s 

Deposited against purchase of $10,000 Stude- 
baker two-year 7% notes at par. 

Interest received: 
A 4%% on $5,000 Liberty Bonds. =. - 
B 7% on $10,000 notes 


Less 


0, 


Equals 6.25% a ‘Original Capital. 
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Now nothing could be simpler in prin- 
ciple than this operation, and surely noth- 
ing more legitimate, since it involves a 
highly conservative use of a valuable but 
often neglected asset—the individual’s 
credit. Nevertheless its success is evi- 
dently contingent upon two factors. First, 
the additional investment must be abso- 
lutely safe ; otherwise you risk to lose in 
principal more than is gained in interest. 
Second, the rate of interest paid must re- 
main less than that received, since the 
whole purpose of the operation is to take 
.dvantage of this favorable difference. 


High Money Rates 

It must be admitted that the present 
lime is not especially propitious for the 
most conservative marginal operations, 
since the rate of interest charged by banks 
ind brokers has been ranging at unusual- 
ly high levels. I nnormal time when 
call money lends between 2% and 3% 
the margin of profit through borrow- 
ing for investment becomes appreciably 
creater. 

The Studebaker 2s have been selected 
for our example because they return the 
hest yield of all the conservative note is- 

ues. When it is considered that there 
ire only $1,000,000 of the two-year ma- 
\urity outstanding, that there is nothing 
ahead of them and two large stock issues 
behind them, the repayment of this ob- 
ligation appears assured beyond question 
-regardless of the checkered market his- 
tory of the common stock. 

If Bethlehem Steel 2s due 1922 are 
purchased at 100% in lien of the Stude- 
baker notes the net return becomes about 
'g of 1% less, since the % point prem- 
ium must be deducted from the interest 
received. The converse is true in the 
case of Anglo-French 5s at 97. Here 
the coupon rate is less than the 6% “car- 
rying charge,” so that there is an actual 
loss on the interest account. But since 
on Oct. 15, 1920, the bond is to be re- 
deemed at par, three points above the cost, 
the gain (really a part of the income 
return) more than offsets the interest loss 
and nets a fair profit on the whole trans- 
action—as shown in detail in Example 
] 


The gain in income shown in the first 
two examples is rather moderate, due to 
the fact that the operation is conducted 


on the most conservative scale, with an 
exceptionally large margin to protect the 
investor. The higher the ratio of the 
new investment to the original capital, 








EXAMPLE II 
Per Year 
Interest Received on $5,000 Liberty 
4 12.50 


4s 
Interest Received on $10,000 Anglo- 
French 5s 
Gain in Value Througia Redemption 
at par ($300 in 1 year, 1034 months) 167.50 


$880.00 
Less interest paid, 6% on $9,700.... 582.00 


Net Income 
Equals 5.84% on original capital. 


the greater the relative gain in interest. 
If in Example I, $20,000 Studebaker 2s 
were purchased instead of $10,000 the 
net gain in interest would have been 
$200, bringing the return on the $5,000 
Liberty Bonds up to 8.25%. 


Conservatism Necessary 

But while smaller margins mean larger 
profits, though also mean greater risks. 
The investor must be assured not only of 
the ultimate or intrinsic value of his ad- 
ditional commitment, but also that his 
margin is sufficient to»protect him against 
any temporary but severe break in its 
market value. Were it not for this fact 
it would be possible to obtain an extraor- 
dinarily large income return through the 
purchase of high yielding securities on a 
relatively small capital. This is particu- 
larly true of stocks, some of which yield 
over 10% at their present dividend rate. 
Suppose, for instance, we purchased 100 
shares of Gaston, Williams and Wigmore 
at 30, depositing as collateral a $1,000 
Liberty Bond. We are borrowing $3,000 
on which the interest charge is, say, $180. 
But the dividend return is $4 per share, 
or $400, leaving a net income of $220 
per year, or 22% on our Liberty Bond in 
addition to the 444% coupon. 

This result sounds too good to be true, 
and needless to say the scheme has its 
dangers and disadvantages. First, the 
whole proposition depends on the main- 
tenance of the $4 dividend rate, and this 
must be regarded as uncertain—otherwise 
the stock would not be selling to yield 
12%. Secondly, if the market price of the 
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issue should drop five or six points, ad- 
ditional margin would immediately be re- 
quired; in default of which the holder 
would be forced to sell out at a substan- 
tial loss. This actually happened in the 
case of American Light and Traction, 
which because of its prime investment 
rating combined with a remarkable divi- 
dend return, had attracted many “margi- 
nal investors.” The dividend has indeed 
been maintained ; 2 vertheless in one year 
_the quotation shrank from 400 to below 
190—eliminating many marginal holders 
who had thought themselves entrenched 
against any contingency. 

But for the business man or large in- 
vestor who can afford to assume a small 
amount of risk there are really excellent 
opportunities to obtain a large income re- 
turn through the use of Liberty Bonds 
in acquiring standard dividend paying 
stocks at their present low levels. Ex- 
ample III works out the details of a pur- 
chase of 200 shares of American Tele- 
phone and Telegraph stock on a capital 
of $5,000 in Liberty Bonds. 

EXAMPLE III 
Original Capital, $10,000 Liberty 4%s. 
Deposited as collateral against the purchase 


of 200 shares of Am. Tel. & Tel. at 100. 
Per Year 


A Interest Received on Liberty 
$ 425 


onds 
B Dividend Received on 200 shares 
of Am. Tel. & Tel. at $8 per share 1,600 


$2,025 


Less 
C Interest Paid, 6% on 20,000 
Net Income 


Equals 8.25% on Original Capital. 
A careful analysis of the American 


re eee reer eee 


Magazine of Wall Street, 
42 Broadway, New York. 
Dear Sirs: 


Telephone and Telegraph situation dis- 
closes no good reason to anticipate a cut 
in the 8% dividend, which has been paid 
since 1907. The Government contract 
specifically guarantees the continuance of 
the established rate; if Federal owner- 
ship should eventuate the terms of acqui- 
sition are sure to protect the stockholders 
adequately. 

The same considerations apply to the 
strong dividend paying railroad stocks, 
such as Illinois Central, Chicago & North- 
western, Great Northern or Northern Pa- 
cific. In all these cases the current 7% 
rate should be maintained without ques- 
tion—unless the sudden return of the sys- 
tems to private operation should precipi- 
tate complete financial demoralization— 
an almost unthinkable contingency. Buy- 
ing these stocks on a 5% margin of Lib- 
erty Bonds would add between 244% and 
2.70% to the income received on the 
44s. 

“Investing on margin” requires intel- 
ligence and caution to guarantee success 
—yet these are necessary for all other 
forms of investment. We have tried to 
demonstrate that the underlying principle 
of these operations is not only sound and 
legitimate but universally followed in 
commerce and finance. The investor must 
be warned against the danger either of 
selecting unsafe issues, because of their 
high yield, or of trying to carry too large 
a block of new securities in proportion 
to his capital. These errors correspond 
to speculation and overextension in the 
field of business and bring the same dire 
results wherever committed. 


December 16, 1918. 


Enclosed herewith find check for $5.00 for the renewal, of my subscrip- 
tion to your magazine. May I take this opportunity to congratulate you tipon 
the continued improvement evidenced in all departments of your magazine, 
and the service which you are rendering to investors is invaluable. I might 
also add that I have been a reader of your magazine, either as a mail sub- 
scriber or as a news-stand buyer, since the first issue in November, 1907, and 
possess a complete bound file of same and I assure you that I value it most 
highly. I wonder how many of your subscribers can equal my record. With 
best wishes for continued success, I beg to remain, 


Very truly yours, 
F. W. CONING, 


9 Livingston Avenue, New Brunswick, N. J. 


_——_—— 
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Investment Inquiries 





(All inquiries should be accompanied by a return-addressed, stamped envelope to 
receive attention.) 


AMERICAN CAN 


A Maturing Rpseinent With Good 
uities 


American Can nas placed itself in a 
strong position. The company has never 
paid a dividend on the common stock, and 
between 1908 and 1917, showed an average 
earning power of over 5% on this issue. 
This average included some very bad years, 
and earnings in the past four years have 
taken a pronounced upward trend. Par- 
tially due to war shige: the company 
earned over 5% in 1915, 12% in 1916, 21% 
in 1917, and estimates for 1918 show the 
equivalent of about 14%. The principal 
objection against the stock is that the com- 
pany has been war prosperous, and that the 
common stock was originally “all water.” 
Sut we are eaten with present values and 
the fact remains that the company can pay 
a dividend of 39 very conservatively, and 
maintain dividends for some years without 
imparing the capital structure or future 
prospects. The price and strength of the 
shares is an indication of the “discounting 
process” and although the market is apt 
to be a tiresome affair to the investor who 


looks for rapid profits, we are not so sure 
that the company will not manage to retain 
a large portion of its so-called war business, 
and continue to show a high earning power 


in the future. The stock is acting market- 
wise as one of the strongest on the indus- 
trial list, and it does not look like cistribu- 
tion. 


SOUTHERN RY. AND B. O. 
PREFERRED 
Not Gilt-Edge But Attractive 


Southern Railway Pfd yielding 7.25 and 
Baltimore & Ohio pfd yielding about 7% 
are suitable long pull investments for a 
moderate investor who desires to. secure 
something better than a savings bank in- 
come, with a possible profit. The first 
named is earning its preferred dividend by 
a very wide margin, and in the case of B. 
& O. pfd. although the common stock is 
not in a very strong earning position, the 
preferred dividend has been paid since 1900 
without a break and it is a fact that this 
issue did not sell below.75 in the panic of 
1907. It always sold between 75 and par 
in the years before the war, showing the 
esteem in which it is held. While neither is 
strictly a “gilt-edge investment” we consider 
them suitable for your purposes. 


TIME TO BUY BONDS 
The Fifth Liberty Loan 


We consider the present a suitable time 


to purchase high grade bonds giving a fair 
yield, especially those of long term having 
a convertible feature. Investors are not 
likely to gain very much by holding back 
indefinitely. 

The fifth Liberty Loan although probably 
a 4%% issue should not affect the bond list 
very much. Liberty bonds are already sell- 
ing upon a 4.5 to 4.8 basis and it is a ques- 
tion whether the market is not already dis- 
counting a higher interest rate on Liberty 
Bonds. Wall Street has a habit of doing 
these things well in advance. You will be 
cooperating with us by looking over the list 
of preferred stocks in the October 26th 
issue and also our Bond Buyers’ Guide. We 
hesitate to make up an indefinite list, for we 
do not know your requirements in the way 
of interest, the degree of strength in stocks 
or bonds, nor the risk you care to assume. 
We suggest that you send us your list, and 
would include Southern Pacific, Union 
Pacific, Northern Pacific and American 
Sugar. 


AM. TEL. 6s VERSUS AM. TEL. STOCK . 
Ten Conservative Stocks 


American Tel. Conv. 6s of 1925 are con- 
vertible into the common stock of the com- 
pany at 106 at any time after August Ist, 
1920, until maturity. This gives a long call 
on the stock at an attractive figure. The 
stock sold above 106 recently and around 
128 in 1917, 134 in 1916, 130 in 1915, 124 in 
$914, and fluctuated between par and 153 
between 1908 and 1913. Obviously the con- 
vertible privilege is valuable and the bonds 
are a more conservative investment than the 
stock. Telephone has never earned a very 
large margin above dividend requirements 
in the past and although no reduction is in 
sight, it will be better to accept the lower 
yield and privilege of conversion rather 
than assume the risk of a decline in the 
shares. 

Regarding a list of ten conservative 
stocks with a fair yield in dividend, we re- 
fer you to our October 26th issue, giving a 
list of recommended preferred stocks. We 
would suggest five preferred and five com- 
- eg to meet your requirements. Here is 
the list. 


American Loco., pfd. 
Goodrich, pfd. 

National Lead, pfd. 
Virginia Car. Chem., pfd. 
Westinghouse, pfd. 
Southern Pacific 

Northern Pacific 

American Sugar 

American Light & Traction 
Anaconda (Dividend 6%). 
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CHURCH TRUST INVESTMENTS 
“Legals” to Yield 5% 


The following bonds, legal for savings 
banks, are gilt-edge and suitable for invest- 
ment funds of a church trust: 

Baltimore & Ohio conv. 4%, 1913, yield- 
ing about 6.1%. 

N. Y. Central ref. and imp. 4%, 2013, 
yielding about 5.30%. 

Southern Pacific ref. 4s,' 1955, yielding 
about 4.90%. 

Chicago, Mil. & St. Paul gen. 4%, 1989, 
yielding about 5.20%. 

Chicago Burlington & Quincy gen. 4's, 
1958, yielding about 4.85%. 

Baltimore & Ohio ref. and gen. 5s, 1995, 
yielding about 5.80%. 

The average yield on the above is about 
5% as desired, and considered safe. 


SINCLAIR WARRANTS 
Their Possibilities 
Sinclair Oil warrants entitle the holder 
to buy 25 shares at $47.50 a share before 
August Ist, 1919, and at $50 a share before 
February ist, 1920. The warrants have an 
inactive market between 15 and 20, and ap- 
pear to possess some possibilities. The 
price range of Sinclair Oil has been as fol- 


High 
63% 25 
25 


Low 
35 


The call is not unattractive as all the oils 
are in a strong position, as you will see on 
reference to the last issue of the Magazine 
of Wall Street, and it is not unlikely that 
Sinclair Oil may sharé in the activity which 
is expected in this group during the next 
two years. If you will assume the risk, 
‘and desire an issue of “this character, 
it might be worth while to retain your 
warrants. 


ay A, a 
A Switch for Nervous Holders 


I. R. T. 5s have suffered through the 
traction situation, but the security is good 
although the price may decline somewhat 
through the present position of the trac- 
tions in general, we believe there is noth- 
ing seriously the matter with these bonds 
which are discussed in the _ current 
issue of the Magazine. However, there 
are better bonds available than I. R. T. 
about which no such uncertainties exist 
such as American Telephone Conv. 6s, 
Squthern Ry. conv. 4s, Hud. & Man. Ist 5s, 
Int. Ag. Ist 5s, all selling upon a high yield 
basis. The latter are as attractive as the 
I. R. T. 5s and generally speaking in a 
stronger, technical position. We would 
favor a switch in the case of nervous hold- 
ers of I. R. T. 5s, or where they would 
suffer little loss in doing so. 


A LIST OF INVESTMENTS 
Easier Money in Sight 


Money rates show a tendency to ease 
up, and in the beginning of the year a very 
large amount comes into the hands of in- 
vestors through the semi-annual payments 
of dividends, interest on bonds, etc. This 
money usually seeks re-investment in other 
bonds and preferred stocks, but the latter 
are selling low enough to justify a pur- 
chase, independently of such a factor. In 
your case, we would recommend: 

Southern Pacific Conv. 4s 1929. 

American Telephone Conv. 6s 1925. 

Consolidated Gas Con. 6s 1920. 

Central Leather First 5s 1925. 

Kansas City oy Rfg. 5s 1950. 

St. Louis and San Fr. P. L. 4s 1950. 

The following preferred stocks would 
about answer your purpose: 

J. I. Case. 

American Locomotive 

American Can. 

Willys-Overland 

Montana Power. 


A MARCONI COMPARISON 
A Comparison With Others 


Marconi discussed in our Dec. 7th issue, 
is still in a position to rally and we suggest 
that you look over the article which will 
give you more information than we can in 
a letter. 

Although the shares may advance some- 
what in a goed market, there are better 
opportunities for earlier profits such as 
Island Oil, Glenrock Oil, Howe Sound, 
Consolidated Coppermines, Ray Hercules, 
or Wright-Martin. The technical position 
of all these is apparently better than Mar- 
coni Wireless and from the point of view 
of intrinsic value, the latter have about the 
same intrinsic value behind their shares as 
Marconi. In the long run Marconi should 
give a good account of itself. 


READING’S FLUCTUATIONS 
Its Investment and Speculative Position 


Reading, under Federal control would 
receive an income from railroad operations 
equal to 7% on the common, and about 
18% has been estimated when profits from 
coal are included. This does not include 
the business of the Reading Iron Com- 
pany. Segregation is often talked of, but 
it seems as far in the background as ever, 
although the possibility always exists of 
something being done. Compared with its 
dividend of $4 a share, the 1917 earnings 
were $7 but the average for the three year 
test period were about $9, while currently 
earnings are about $14 (estimated). Gov- 
ernment control or no control, the dividend 
is safe and this road has nothing to fear 
at being returned to private owner- 
ship. 

However, Reading is one of the most 
speculative among the railroads so far as 





nm ceneencem 
INVESTMENT INQUIRIES 


435 





its price swings are concerned, and a stop- 
loss order is not out of place in speculative 
commitments to avoid being “hung up” 
through a possible 5 or 10 point decline. 
We expect better prices to prevail and the 
investor who merely considers intrinsic 
value and income has nothing to fear in 
holding his Reading. 


GILT-EDGE PREFERREDS 
Status U. S. S. Preferred 

U. S. Steel pfd. is authorized to the ex- 
tent of $400,000,000 and has preference as 
to assets and 7% cumulative dividends. 
This issue has equal voting power with the 
common stock and is not callable. Divi- 
dends have been paid quarterly, at the rate 
of 14% from August, 1901, to date. We 
know of no provision under which the pre- 
ferred stockholders could get-more than 
100 cents on the dollar even in the event of 
dissolution. 

As to your inquiry for a list of gilt-edge 
preferred stocks in the order in which we 
prefer them, we would rate these in about 
the following order: 

American Loco., yielding about “<P 

American Smelting 6.4% 

Virginia Car Chem. 7% 

U. S. Steel . 6% 

Montana Power 6.8% 

American Tobacco 6% 

Reading Ist pfd. 5.2% 

Atchison 5.6% 

There are many meritorious. preferred 
stocks which cannot be considered gilt- 
edge, which we would have no hesitation in 
holding, for example, 

Willys Overland, pie. yielding about ip 
Beth Steel 6%, pfd. 7.6% 
U. S. Ind. Prot pfd. ” 
Kansas City Southern, pfd. 
Southern Railway, pfd. ” 

If you desire to invest this money in a 
trust fund, you would be justified in chos- 
ing gilt-edge preferred stocks. For your 
personal investment, we consider that you 
could safely utilize a part of your funds in 
the last named issues. 


REASONABLE SERVICE 
What Does It Mean? 

Investment Letter subscribers usually 
submit a list of all their holdings when they 
subscribe to the Service. We refer this 
list through our various departments for 
attention, such as our Statistical Depart- 
ment, Technical Department and sometimes 
our Legal Department. The whole letter 
is then handled by our souey Department 
which sends a complete reply, whether the 
question involves 1, 10, or 20° securities. 

Subsequent developments are given in the 
Magazine and in some cases our Invest- 
ment Letter might deal with the other se- 
curities held by the subscriber. “A rea- 
sonable amount of Service,” while open to 
varying interpretations, is used by us in 
its ordinary sense, meaning to satisfy the 


requirements of the subscriber as fully as 
time permits. The fact that we have hu 
dreds of testimonials and receive very few 
complaints, is sufficient evidence of the 
satisfaction this Service gives. 


LIFE INSURANCE 
Method of Protection and Yield 


We are decidedly opposed to your sur- 
rendering a paid-up policy for $5,000 for a 
cash payment of $3,000, for the purpose of 
investing in Anaconda. At your age you 
would find it difficult to re-insure, and if 
you should die next year your wife (your 
dependent) would only have $3,000 of se- 
curities in place of $5,000 cash (the pro- 
ceeds of a “live” policy). So far as present 
return is concerned, it is true that the in- 
come would be about $400 per annum out 
of Anaconda, but it would be drawn from 
a semi-investment, and not an investment 
source. There would not be any objection 
to Anaconda under different circumstances. 

To increase your income, we suggest that 
you could borrow on your policy to pur- 
chase American Locomotive pfd., American 
Sugar pfd., Willys-Overland pfd., American 
Woolen pfd., Worthington Pump pfd., “A,” 
J. I. Case pfd., or U. S. Rubber pfd. It 
would be better to buy a few shares of each 
only. This method would increase your 
income with reasonable safety, and still give 
the benefit of life-insurance protection to 
your wife. 

We could suggest such an operation, if 
your need for more income is imperative. 


OHIO CITIES GAS 

The Situation Summarized 

We thank you for your order for a special 
report on Ohio Cities Gas, and although we 
have it prepared, we wish to go over the 
ground carefully, and check up the report 
with latest details. We depend upon your 
cooperation in a matter of this kind. Mean- 
time, we give the following preliminary ad- 
vies, pe ending the arrival of the report: 

e are not advising new commitments 
in Ohio Cities Gas, if you do not yet hold 
the stock. 

2. If you are a holder, the shares are still 
selling at a fairly low level, as compared 
with former high prices, and there is in- 
ducement for a market demonstration in 
the near future. 

3. Ohio Cities Gas, which is really an 
oil utility stock, would most likely share in 
any broad upward movement in the oils. 
This latter group is in a strong position 
and will probably rally in the near future 
and in this event, Ohio Cities Gas should 
sell higher. , 

4. The stock is not a conservative invest- 
ment, but an attractive speculation. 

5. The writer does not consider the divi- 
dend a permanent fixture, but there are no 
disturbing factors on this score at this 
writing. The company is a growing one 
and will do well while oil sells high. 
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DELAWARE & HUDSON 
A Short Analysis 


In 1917, Delaware & Hudson was forced to 
look to its coal properties for help to meet its 
dividends, as was the Erie to meet its fixed 
charges. “Other income” for 1917 was $4,789,- 
728 against $1,108,364 in 1916. 

The Company’s operating percentage was 
particularly high in 1917, being 78.20 against 
68.00 in 1916. In 1908 the percentage was 58.44 
and the previous high, up to 1916, was 66.84 
in 1914, 

. For the first six months of 1918 net operat- 
ing income was only $783,559 against $3,275,- 
423 in 1917. In January, February and June, 
the monthly proportion of fixed charges was 
not earned. Deficits for these months were 
$337,688, $238,975 and $620,106 respectively. 
August earnings, showing the effect of the 25% 
increase in freight rates, were only slightly 
better than those of 1917, so that net earnings 
for the eight months were $1,831,491 against 
$4,278,763 in the previous year. As fixed 
charges and rentals aggregate over $5,000,000 
per annum, it is evident that these charges 
cannot be met in 1918 from the earnings from 
railroad operations. 

_ Strictly on the basis of its railroad opera- 
tions, the company would have difficulty in 
maintaining its 9% dividends in normal years. 
This fact renders it necessary to examine the 
nature of its coal holdings. 

Title to its coal lands is held either directly 
or by stock ownership of the Hudson Coal Co. 
In its balance sheet for 1917, the lands held 
directly are carried at a valuation of $17,809,- 
672. This valuation is an advance from $14,- 
272,695, as carried on the balance sheet in the 
previous two years. Definite detail as to the 
value of its holdings and tonnage owned are 
lacking, but in 1898 the estimated minable ton- 
nage was 250,000,000. It is probable, therefore, 
that the company can, for an indeterminate 
time, continue to draw on profits from its coal 
business to make up for deficiencies in reve- 
nues from railroad operations. 

The company also operates an electric rail- 
way system of 340'miles and a water system 
of over 300 miles. It controls the Northern 
Coal & Iron Co. and acquired in 1917 the prop- 
erty of the Susquehanna Coal Co. from the 
Pennsylvania Railroad. 

The Company for many years has operated 
with a very small net working capital. Current 
liabilities exceeded current assets in 1912 and 
1916. In 1917 net working capital was $784,950. 
On December 31, 1917, it had $1,904,311 cash 
in the treasury. The difference between net 
working capital and cash in treasury is taken 
up by a debit balance in other items of current 
assets and liabilities. For the first time, the 
company set up an equipment replacement re- 
serve in 1916, amounting to $3,266,895. This 
reserve was increased by the amount of only 
$377,975 in 1917. ; 

On the basis of its rail operations alone, we 
feel that Delaware & Hudson is entitled to 
scarcely more than a moderate investment 
rating. When outside operations are con- 


sidered, we find an element of considerable un- 
certainty. At present under a regulated wage 
scale and coal prices, the coal business is highly 
profitable. There have been long periods when 
this has not been the case. With a return to 
normal, we should expect the profits of the 
coal department to fall off and those of the 
railroad proper to increase. The dividend paid 
seems to be high in view of the uncertainties 
attending the operations of the company. It is 
possible that the railroads will be given a fairer 
business chance in the future, in which case 
the high dividend may be justified. At present 
we do not feel that it is. For many years it 
was the custom of the company to declare div- 
idends at the rate of 9% per annum in a lump 
appropriation, to be distributed in four quar- 
terly installments. This practice has been 
changed, and the company now pays 2%4% 
quarterly. - This, in our opinion, should he 
interpreted that the management is awake to 
the probabilities of dividend reductions. 


CANADIAN PACIFIC 
Why It Sells High 


Canadian Pacific is one of the few railroads 
in North America of which it may be said, 
with full knowledge of the facts, this it is 
under-capitalized at approximately $623,000,000 
whereas the system represents an outlay of 
$849,000,000. The amount of $131,000,000 ob- 
tained from surplus earnings, land sales, etc., 
has been expended on the property and written 
off without being capitalized. There was also 
$31,000,000 expended by the Canadian Govern- 
ment on the property before organization and 
turned over to it. 

Gross operating revenues for the year ended 
December 31, 1917, $152,389,335, were record 
breaking. They compared with $129,481,886 
for the year previous. Net operating revenue, 
however, was $46,546,018 against $49,225,920. 
Its percentage of operating expenses to gross 
was 69.45 against 61.98. Gross revenues for 
the first seven months of 1918 are approximate- 
ly the same as those of last year, 386,451. 
Net revenues, before deducting taxes, were 
only $16,876,996 against $24,757,455. 

At organization, the Company received a 
land grant of 19,917,386 acres, which has been 
increasing in value. In 1917, 789,055 acres 
were sold for $14,330,811 (an average of 
$18.16). Irrigated lands brought $45.99 per 
acre, and the average price of the unirrigated 
lands was $15.92. Included in the outside oper- 
ations are a fleet of 90 ocean, lake and river 
steamers, of which 61 are in ocean and postal 
service; a chain of hotels, elevators, parlor and 
sleeping cars. It also conducts its own express, 
telegraph and news service. 

Net working capital is $43,425,992; ($31,424,- 
894 in cash). Reserves, mainly for deprecia- 
tion of equipment, amount to $33,227,911. 

Notwithstanding the comparatively high price 
at which the stock is selling in comparison with 
many rails in the United States, we believe the 
Company’s future and equities justify it as a 
purely investment proposition. 











RAILROADS anv INDUSTRIALS 


Is St. Paul Near the Turn? 


The Outlook—Its Past and Present Record—Physical 
Factors—Increased Maintenance—Good Prospects 
—Investment Ratings of Bonds and Stock 





By J. FREDERICK TRACY 





HE question of what will become 

of the railroads is still unsettled. 

Just before sailing for France, 

Sea) President Wilson told Congress 

that it was imperative that something be 

done at once in this connection, but that 

he had no idea as to just what that some- 

thing was. He left it for Congress to 
decide. 

Hardly had he left our shores when 
Director-General McAdoo proposed to 
Congress that the Government continue 
its control over the railroads for at least 
five years, stating that the President 
approved of this plan. 

The St. Paul has for years been con- 
sidered one of the premier trans-conti- 
nental lines of the country. Its securities 
long enjoyed a high rating among the 
rails. 


Why Earnings Have Varied. 
St. Paul’s earnings from 1909 on have 
fluctuated widely. In 1917 the gross in- 
come advanced materially, but due to 
increased operating and maintenance 
costs the net earnings show a big de- 


crease from 1916. The combination of: 


reduced outside income and increased 
taxes left a much smaller balance appli- 
cable to fixed charges than previous years 
had shown. Fixed charges also showed 
an increase over 1916. 

The result was that the surplus for 
dividends was so small that it equalled 
less than 4% on the outstanding pre- 
ferred stock, and while the 7% dividend 
on the preferred stock and the 44% 
dividend on the common stock were paid 
in 1917, it was necessary to make up 
the deficit from the profit and loss ac- 


count. For the ten months ending Oct. 
3lst, 1918, -the total operating expense 
showed a greater increase over the cor- 
responding period in 1917 than the 
operating revenue, with a resultant de- 
crease in the net operating income. 

The main contributing factors to the 
large increase in ratio of expenses to 
gross have been the enforced wage in- 
creases and the higher costs of all classes 
of materials, and partially the electrifica- 
tion of the line from Othello to Seattle 
and Tacoma commonly known as the 
Puget Sound line, which was completed 
in 1912. 

By referring to the second graph the 
reader will observe that the ratio of 
maintenance to gross since 1909 has been, 
w:th the exception of 1912 and 1917, 
somewhat below the per cent which high- 
est railroad standards usually dictate. It 
will be noted, however, that there has 
been a steady increase in this ratio since 


1914. 


A Rising Train Load 

The train-load carried by a railroad is 
a splendid barometer which shows the 
efficiency or non-efficiency of the operat- 
ing management of the company. In 
this respect St. Paul has shown a steady 
growth since 1911, as will be observed 
from the table herewith, which is indica- 
tive of a steady improvement in its oper- 
ating management. It means, too, that 
the volume of business of St. Paul has 
been on the increase. That the road ex- 
pects, and is preparing for a still further 
expansion of business is evidenced from 
the fact that it was recently authorized 
by the Railroad Administration to con- 
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struct 5,000 freight cars in its own shops 
and also to purchase 50 heavy Mikado 
engines at a cost of $58,800 each. 

No dividends have been paid on either 
the common or preferred stock this year. 
Last year the usual 7% dividend on the 
preferred was paid, the common stock 
dividend being reduced to 44%4%. The 
reason for the holding up of St. Paul’s 
dividends this year has been the disputed 
adjustment of its annual rental under 
Government control. Under the terms 
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of the unsigned contract with the Gov- 
ernment, St. Paul is entitled to a little 
over $4 per share on its common stock 
after payment of 7% on the preferred. 
If the contract is signed in the near 
future—an occurrence which we doubt— 
it might be that dividends would be re- 
sumed. The first graph indicates the earn- 
ings on the common stock since ~ as 
well as the dividends paid. 


Both the preferred and common sinite 














have been selling this year far below 
former years. But in spite of this fact, 
it would appear to be a good time to buy 
the stock from the long-pull speculative 
point of view. The road has been pass- 
ing through a stage brought about to no 
little degree by what might be termed 
lack of foresight on the part of its for- 
mer management, in not preparing more 
adequately for times of stress. The war, 
with the attendant upward flight of prices 
of labor and commodities, has seriously 
interfered with its progress. 

But conditions are now changing. The 
new management which took charge 
some time ago has continued the policy 
of heavier maintenance appropriations 
begun in 1915. Increased rates have 
somewhat offset increased wages, though 
this offset can only be figured from June 
Ist, the date on which the increased rates 
became effective, and finally the “past 
performance” of St. Paul must not be 
overlooked. The long period of pros- 
perity which St. Paul has enjoyed should 
not be overshadowed by a few poorer 
years under adverse conditions. 


Rating of St. Paul’s Bonds 


We will now consider the merits of 
some of St. Paul’s bonds. As a general 
proposition, due to the present unsettled 
state of railroad affairs, we prefer bonds 
to stocks when any question of desir- 
ability from an investment point of view 
is involved. And this holds true today 
of St. Paul’s stocks and bonds. In the 
past there has never been any doubt as 
to the dependability of bonds issued by 
this road, and indeed it would not be 
fair to say that there is any now. But 
with the atmosphere of uncertainty which 
pervades everything pertaining to rails 
these days, it is wise to pick and choose 
in order to select the best. 

The General Mortgage Gold bonds due 
in 1989 and all prior liens thereto, 
namely, the La Crosse & Davenport Ist 
5s due 1919, the Wisconsin Valley 1st 6s 
due 1920 the Dubuque Division Ist 
6s due 1920, the Chicago & Pacifjc West- 
ern Division lst 5s due 1921, the Wis- 
consin & Minnesota Ist 5s due 1921, the 
Chicago & Lake Superior Ist 5s due 
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1921, the Fargo & Southern lst 6s 
due 1924, and the Chicago & Missouri 
River Ist 5s due 1926, constitute in the 
writer’s opinion the cream of the St. 
Paul bonds. 

The General Mortgage bonds have 
always enjoyed the very highest rating 
from an investment standpoint due to 
the high valuation of the railroad lines 
upon which the mortgage is secured. 
Including the prior liens they are out- 
standing at the rate of $22,767 per mile. 

By 1926 all of the prior liens will have 
matured, leaving the General Mortgage 
bonds a first lien upon the entire 6,364 
miles of road covered by the mortgage. 
Their equity is ample in that sufficient 
of the General & Refunding Mortgage 
bonds of 2014 have been reserved for 
their retirement at the date of maturity. 
The General Mortgage series “A” 4% 
bonds have been selling at a price to 
yield about 5.10% ; the series “C” 412% 
bonds at a price to yield about 4.66%. 

All of the underlying divisional bonds 
previously mentioned which precede the 
General Mortgage bonds, are direct liens 
upon valuable portions of the road. They 
have all had their retirement provided 
for in one or‘the other of either the 
General Mortgage of 1989 or General 
and Refunding Mortgage of 2014. Inas- 
much as all of these bonds will be 
retired within eight years’ time, begin- 
ning in 1919, when the $2,500,000 of the 
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La Crosse & Davenport Division bonds 
will mature, it appears to us that they 
would make a good investment for a 
short period of years. 

Of the other St. Paul bonds, those 
offering a greater yield, the Chicago, 








Milwaukee & Puget Sound Ist Mortgage 
gold 4s of 1949, seem to occupy the best 
position. They have been sold recently 
at a price yielding about 5.40%. They 
represent a first lien on the entire Puget 
Sound line, which is under process of 
electrification, as well as certain terminal 
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properties in Seattle, Tacoma, Butte and 
Superior. They take precedence over the 
General and Refunding Mortgage bonds 
of 2014 and provision is made in that 
mortgage for their retirement at ma- 
turity. 

I am rather more optimistic on the 
railroad outlook than many others are. 
The St. Paul should come through the 
“unscrambling” process satisfactorily. It 
traverses a rich grain and timber coun- 
try and also carries a high percentage of 
mine products. Contrary to some opin- 
ions, the Puget Sound line is a boon 
rather than a burden to it, and is a great 
source of revenue. From all reports, 
business in the Northwest is looking up 
and the prospects, all things considered, 
appear to be pretty good. 

Preferred and Common Stocks 
In 1901 the preferred stock sold at 


200, advancing 3% of a point in 1902. It 
sagged somewhat during the next three 
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years, but in 1906 climbed to its highest 
peak at 218. In 1907 it dropped to 


165%, fluctuating in that neighborhood 
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until 1912, when it went to 146. In 1914 
—the year of the outbreak of the Euro- 
pean war—it went to 143 and declined 


slowly until our entrance into the war 
in 1917, when it experienced a sharp 
drop, due to the uncertainty of the out- 
come, which affected everything. Today 
it is selling at 7534, nearly one-third of 
its highest point in 1906, and averaging 
about one-half its more recent prices. 
The fact that this stock is selling at such 
a low level, with the road in excellent 
condition under the new management, 
and covering a rich and fertile territory, 
lends weight to our statement that it is 
a good long-pull speculative investment. 


Much the same story can be told about 
the range of the common stock. It sold 
at 188 in 1901, reached its highest point 
of 19954 in 1906, holding well up until 
1917, in which year it broke to It 
can be bought today around 42, less than 
half what it sold for last year and aver- 
aging about one-quarter its former price 
over a number of years. 

In summing up we find the situation 
about as follows: The preferred stock 
selling at its present price would seem 
to be a good buy as a long-pull specula- 
tion. This, in spite of the tangled con- 
dition of railroad affairs.. The more 
efficient management of the road in lat- 
ter years; increased rates since last June; 
increased ratio of maintenance to gross; 
new equipment and better train loading, 


coupled with indications of gy arg in 


the regions covered by the St. Paul, all 


tend to bear out this theory. 


WHAT SHALL WE DO WITH THE RAILROADS ? 


HE railroads have been scrambled 
into one mess, and the difficult 
question of unscrambling them has 

come up. What shall be done with the 
railroads in the future? Shall they be 
returned to their private owners and 
how? Shall the government continue 
their operation for the benefit of their 
owners, or shall the railroads hereafter 
become governmentally owned? 

It is plain that if they are to be re- 
turned to their owners it cannot be 
done on the basis existing in pre-war 
days. Therefore some radical changes 
in the existing laws must be made. The 


anti-trust law, for instance, may have 
to be amended so as to eliminate com- 
peting but unnecessary lines. If, on 
the other hand, government ownership 
is decided upon, what shall be the 
measure of remuneration ; how shall it 
be determined, and how shall the funds 
necessary, be raised to pay the owners 
of these properties? These are the 
problems, and as yet no practical sol- 
ution has been offered by anyone nor 
has any been suggested. It is no 
wonder that even the President of 
the United States should turn the 


subject over to Congress. 
—Investment News of Chicago. 





The Romance of American Sumatra 


Remarkable Growth in Two Years—Earning Power and 
Equities for the Common—Its Business Outlook— 
Stock’s Position 





By A. U. RODNEY 





Just as true, is the saying that 

“Familarity breeds contempt.” 
Both are decidedly applicable to Ameri- 
can Sumatra, although from different 
angles. That American Sumatra has 
been remarkably successful in every way, 
particularly in the last two years, is evi- 
dent from a glance at the record of the 
stock in the market, on the one hand, and 
its phenomenal business prosperity on 
the other. 

From an obscure and unheralded po- 
sition on the curb, to the speculative 
spot light on the Stock Exchange in a 
year, is the record of this even now 
slightly known tobacco stock. Greatly 
watched but little digested, this remark- 
able activity is taken as a matter of course 
by a calloused speculative community 
“fed up” by unusual stock gyrations in 
the past three years. 

Since the distribution of the 15% stock 
dividend, the stock seems to have settled 
into a trading position, going through a 
more or less “backing and filling” pro- 
cess. From a maximum rise to 145% 
the stock has now declined below par 
and at this level seems to be holding its 
position fairly well. 

What is the next move, stockholders 
would like to know? What attitude are 
shareholders to take towards their issue? 
Has the best been discounted both for 
the present earnings and the earning 
power likely to develop in the near fu- 
ture, or has the remarkable wth of 
the company been merely a forerunner 
of even greater expansion to come? 

Undoubtedly the big money in Wall 
Street is made, not in securities of prop- 
erties with a limited maximum growth, 
but in companies which have a sound 
foundation and in addition unlimited pos- 
sibilities for the future. Does the Amer- 


OTHING succeeds like success” 
is an old adage and a true one. 


ican Sumatra fit theslatter qualification? 
Let us see. 


A First Hand View of the Property 

In June, 1917, when American Su- 
matra was still an unknown quantity, 
the writer had the opportunity to visit 
its Connecticut properties. To reproduce 
the physical aspects of the lands, although 
highly interesting, would be beyond the 
scope of an article of this sort. The 
property of the company comprises four 
plantations in Amsterdam, Decatur 
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County, Georgia, consisting of 15,848 
acres; 19 plantations in Florida, contain- 
ing 17,915 acres, and 1,385 acres of plan- 
tations in Connecticut and Massachusetts. 
With this acreage, there is included well 
kept and well distributed packing houses, 
ware houses, machine shops, dwellings 
for superintendents and labor, 

barns for storing tobacco and other need- 
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ed appurtenances, for the operation of 
its business. 

The selection of the properties in 
Massachusetts, Connecticut and_ the 
South was made, of course, with a well 
defined purpose in view. In the North, 
particularly in the Connecticut district, 
the famous American “shade-grown” is 
produced. This tobacco is of the high- 
est grade, and is used for the purposes en- 
tirely different than that grown in the 
South. Tobacco costs a great deal to 
produce here, because the land is ex- 
tremely expensive and because a great 
deal more care and skill is required in 
turning out the finished product than 
elsewhere. 

The Southern properties serve their 
purpose and from them is derived a large 


plant. One of the interesting policies of 
the company is that of instead of pur- 
chasing properties and having unprofit- 
able land on its hands, tobacco grow- 
ing farms are leased for period of from 
one to five years from plantations in Con- 
necticut and unless a profitable return 
on the investment is made in the shape 
of substantial growth of tobacco, the 
leases for the next perigd are not re- 
newed. 


In Retrospect 


In order to obtain a correct estimate of 
the future, it is interesting to review the 
early situation in American Sumatra it- 
self and in the field for its products. No 
earlier than eight years ago, the tobacco 
trade was generally of the belief that it 


TABLE I 
VITAL STATISTICS ON SUMATRA FOR 5 YEARS 
1918 
*110.24% 


Earned on Pfd. Stock.... 
Earned on Com. Stock... 
Total Current Assets .... 
Total Current Liabilities... 2,423,734 
Net Working Capital.... 4,683,899 


1917 
101.96% 


1914 
25.70% 
3.11 


1915 
49.91% 


1916 


331,769. 430,449 
3,336,382 


2,630,053 


EARNING POWER 


Net profits available for 4 years 


Earned on average Pfd. stock outstanding ($1,920,700)... 
Earned on average Common stock outstanding ($6,642,780) 
* Preferred stock increased to $2,000,000. 


part of the revenue of the company. The 
tobacco grown in Florida, although of a 
poorer grade, enjoys a big demand and its 
production is highly profitable. Since the 
crop in Florida matures in May or June 
at the latest, and in the North in Sep- 
tember, the company is assured of tobac- 
co on hand most of the time, eliminating 
costly lay-offs and delays. So in addition 
to producing two of the most desired 
grades of tobacco, the company is as- 
sured of a comparatively steady business 
all the year round, through its diversifi- 
cation of acreage. 

In an organization where it would 
seem almost, impossible to maintain any 
degree of system, American Sumatra ex- 
ecutives have built up an organization 
that is worthy of commendation. The 
crops are “set out,” grown, dried, sorted 
and marketed with a degree of efficiency 
that would do credit to a manufacturing 


1914-1918 Annual Average 
$4,206,534 $841,307 
352.70% 


70.54% 
57.04% 11.41% 


would be suicidal to attempt to compete 
with foreign growers in the domestic 
field. Foreign growers were obtaining a 
high price for their product, but as far 
as could be seen then, the prospect of 
competition from this end was a dismal 
one. 

It was just at that time when Mr. 
Julius Lichtenstein, the president of the 
present American Sumatra Company, de- 
cided to try out his much cherished 
theory that a good tobacco at a lower 
price could be grown in this country. 
Mr. Lichtenstein, who even at that time 
was one of the shrewdest men in the to- 
bacco industry and probably the best 
known man in the trade in the Connecti- 
cut district, formed a merger of several 
tobacco companies and incorporated the 
American Sumatra Tobacco Company on 
February 12th, 1910, under the laws of 
Georgia. The plantations of the Florida 
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Tobacco Company, Kraus, McFarland 
Company, Taussic & Company, Wedeles 
Brothers, Schroeder & Arguimbau, the 
Wilson Tobacco Company and Mr. Lich- 
tenstein’s own company were included. 

Contrary to the usual procedure when 
a merger of this sort is effected the propo- 
sition at the start was conservatively 
capitalized. One million dollars in pre- 
ferred stock was sold and the proceeds 
put in the treasury. The various plant- 
ers were then required to take cash for 
their stock of tobacco only. The com- 
mon stock of a hundred dollars par value 
was issued for the plantation, equipment, 
live stock, etc. Of the $6,800,000 in com- 
mon stock issued at the start almost half 


out, until in 1914 a workable balance was 
struck. In that year the company had a 
surplus of $208,318. In 1915 things took 
a turn for the better and at the end of 
the year a balance of $429,134 was left 
after paying preferred dividends amount- 
ing to $70,000. Due to the outside con- 
ditions, the 1916 year was a poor one, 
and after paying the preferred dividend 
only 2.88% was left for the common 
stock. 

Coincident with the market activity of 
the stock, the 1917 year put the company 
on its way to big returns. In that year 
net sales took a jump from $1,823,702 
to $4,758,413. A net income of $1,019,- 


608 was shown against $266,153 for the 
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represented actual tangible assets. It can 
be seen, therefore, that*the policy pursued 
at the very start was one of conservatism, 
the chief object being the development 
of the business and not the exploitation 
of the company, as, sad to relate, is only 
too true in innumerable instances. 


Real Start in 1914 

Not discouraged by the many hard 
knocks, experienced in the early years, 
the little company ke t continuously at 
it, spending about four non-productive 
years in preparation. Old stocks of to- 
bacco were disposed of, new methods of 
planting, marketing and managing tried 


preceding year, which reduced to the last 
equation resulted in 13.96% being earned 
on the common stock, against the 2.88% 
in the preceding year, and against the 
little over 6% in 1915 and 3% in 1914. 

The good showing, of course, was due 
to the good crops obtained and more 
especially to the exceedingly high prices 
obtainable because of the almost com- 
plete stoppage of imports of this kind 
of tobacco. The great year is the one 
just past. The factors that entered into 
the making of 1917 a banner year became 
even more forcibly effective during the 
past year, so that at the end of the 1918 
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year the company showed 110.24% earn- 
ed on the preferred stock and 29.75%, or 
more than double the preceding year, on 
the common stock. 

In the 1918 year the net sales of to- 
bacco were $7,041,295, against $4,758,- 
415 in 1917, and the net income was 
$2,164,655, or more than double, and this 
after charging off the excessive amount 
of $1,000,000 for taxes and contingencies. 

It must be borne in mind that this re- 
markable showing was made in spite of 
the many unfavorable factors that en- 
tered into the producers’ costs. The sit- 
uation in that respect, while bad enough 
in 1917, was decidedly aggravated dur- 
ing the following year. Fertilizer, vi- 
tally necessary in this business, was 
bought at prohibitive prices; the well 
known labor situation was another prob- 
lem and cheese-cloth, when obtainable at 
all, could only be had at ridiculous fig- 
ures. In spite of these handicaps Ameri- 
can Sumatra successfully weathered the 
storm and has come forward with a show- 
ing that would do credit to any of our 
industries. 


Earning Power and Value of the 
Property 

In 1917, on the balance sheet as issued 
by the bankers, it was shown that there 
were sufficient net assets to entirely 
liquidate the company’s preferred stock 
and its entire issue of notes, and still 
leave about $17.50 per share for the com- 
mon stock. A further conservative esti- 
mate showed the company’s total assets 
to amount to $62 on the common stock. 
At that time in making an investigation 
of the company’s affairs, I prepared an 
estimate of the balance sheet, and with the 
utmost slashing, admitted even in my own 
mind to have been somewhat ridiculous, 
final assets behind the common stock 
were figured at nearly $40 a share. 
Equities have so increased during the 
past yeat, however, that the foregoing 
may be of little value. It is only stated 
here to show in what a strong position 
the company was a year and a half ago 
when the era of its prosperity was just 
dawning. 

The balance sheet as of July 31st, 1918, 
showed quick assets totaling $5,310,888, 
which leaves out of account growing crop 


expenditures at that time of about 
$1,500,000. The bulk of inventories and 
receivables are converted into cash by 
this time, so that the total amount would 
be sufficient to pay off the debt of $2,383,- 
000 and leave over $4,000,000 of net 
working capital. The company’s cash 
position is a remarkable one, in that suf- 
ficient cash (including Liberty Bonds) is 
available to pay off all of the outstand- 
ing three-year gold notes that come due 
on January 15th, 1919, and leave a good 
cash balance in the bank. 

According to the latest balance sheet, 
the net tangible assets applicable to the 
common stock amounted to $8,975,824, or 
at the rate of about $132 per share on 
the common stock outstanding. Going 
through our usual process of taking noth- 
ing for granted and cutting to the ut- 
most on stated amounts, such, as for ex- 
ample, inventories, amount charged off 
for equipment, etc., the writer cannot 
figure the tangible assets applicable to 
the common stock at the rate of below 
$100 a share. This shows at a glance the 
enormous equities built up behind the 
common stock in one year. 

_In attempting to arrive at the poten- 
tial earning power of this company, let 
us go through the same slashing process. 
Approximate net profits available for di- 
vidends for five years was $4,206,534, 
a total of 352.70% on the preferred or 
57.04% on the common for the five years 
combined, Striking an annual average 
we find $841,307 of net profit available 
for dividends, or an annual average of 
70.54% earned on the preferred stock 
outstanding, or 11.41% on the common. 
Assuming no further increase in either 
preferred or common stock, and discount- 
ing to the fullest degree such extraneous 
but important factors as the expected 
lowering in prices for the product and 
the degree to which this will be offset 
by expansion of business and lowering 
in costs, the company should be able to 
show over a series of years earnings at 
the rate of from $12 to $14 per share on 
the common. 


The Business Outlook 


As Soon as pioneers in any endeavor 
establish that their proposition is a suc- 
cess, competitors are not slow in com- 
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ing into the field. Although some do- 
mestic competition is bound to develop— 
and for that matter there are a few small 
successful companies already in the field 
_—American Sumatra has not much to 
fear from this direction. In this field 
more than any other it takes a long time 
to develop a successful proposition, de- 
spite the fact that the experiences of a 
pioneer predecessor is at the disposal of 
such competitors. 


The foreign field, however, is a dif- 
ferent proposition. Active competition 
with the real Sumatra tobacco may be ex- 
pected as soon as shipping conditions 
will allow the product to be transported 
to this country. Furthermore, it is as- 
sumed that during the last two years, 
when water transportation was practical- 
‘y cut off from foreign sources, growers 
in those fields have stored extra quan- 
tities of this tobacco and may logically 
be expected to push the product on the 
market, even at reduced prices. This 


factor, of course, is a temporary one, at 
the best, and should not be given too 
much weight in making our estimate of 


the future, and by the future it is meant 
a period of years. The American “shade 
grown” producers have had an extraordi- 
nary opportunity to introduce their prod- 
uct, and have taken advantage of it. With 
the firm footing the American product 
now has in the present field, it will take 
a good deal to shake it loose. Further- 
more, it must be borne in mind in this 
connection, that the foreign product will 
be heavily taxed and therefore will have 
to bring a high price. However, not 
more than one-third of American Su- 
matra’s production actually comes in com- 
petition with the Sumatra grown leaf. 
Facilities for expansion are undeniably 
large. Only a small percentage of the 
acreage owned is under actual cultiva- 
tion for tobacco, a still smaller percent- 
age produces farm products, used for the 
most part in the company’s own commis- 
sary. Out of a total acreage of 35,000 
acres, not more than 5,000 acres are 
under cultivation, and at least five to ten 
thousand acres more of the uncultivated 


land is just as suitable for planting as ° 


that under cultivation. So that as fast 
as the market will allow additional acre- 


age can be planted to take advantage of 
that market. 

It is very seldom mentioned and less 
known that a very important branch of 
the company’s business consists of trad- 
ing in tobacco. That is the purchase of 
the leaf from the farmers and its re- 
sale. Under an efficient management, 
despite the competition in this field, the 
profits derived from this branch are 
large. 

Position of the Stock 

Summing up our observations, it is evi- 
dent that the preferred stock is in a 
sound investment position. With the 
common stock on a 10% per annum basis, 
the annual dividend requirements for 
that issue amount to $783,598 on the now 
outstanding issue of $7,835,985. Take the 
normal earning power, figured at from 
$12 to $15 a share on the common and 
the very good possibilities that this can 
be substantially increased by the lowering 
of the cost of production, the stock seems 
fairly secure on its 10% annum basis. 

From a market standpoint, it must be 
taken into consideration that with the 
stock even at its present levels, showing 
a decline of over 50 points from the top, 
there has been an appreciation in market 
value for the common stock of almost 
400%. In light of the extraordinary ac- 
complishments of the company during the 
past two years, this selling price of the 
stock is probably justified. 

From an investment standpoint, how- 
ever, while equities are a big factor, 
proven ability to earn a given amount con- 
sistently is a factor just as great, and 
this, of course, the company cannot claim 
as yet. Taking everything into consider- 
ation, it is my opinion that the common 
stock can be classed as a speculative in- 
vestment, with good possibilities for the 
long pull. 

American Sumatra has made an excel- 
lent beginning, and while it must be ex- 
pected that good times and bad are bound 
to affect this company as well as any 
other, its foundation is sound and its 
growth should be steady. Leaving tech- 
nical market considerations out of the 
question, the stock should maintain and 
is worth its selling price of about 95, 
discounting even, a fairly large drop in 
earnings for the coming year. 





Intimate Talks to Investors 
What To Do With B. R. T. and Interborough Securities 





By RICHARD D. WYCKOFF 





HIS period of readjustment af- 
fords a splendid opportunity for 
the shrewd investor to select se- 
curities which have been de- 

pressed in price owing to influences which 
are either sympathetic or transitory. The 
rapid switching from peace to war and 
from war back to peace again has result- 
ed in some very remarkable changes and 
one has only to look ahead a year or two 
and he will observe many ways in which 
his future income can be augmented. 

Take the local traction situation. Inter- 
borough and B. R. T. securities have been 
depressed not so much by what has hap- 
pened, as by the fear of what may occur. 
These stocks and bonds were undoubted- 
ly held by people who also owned Third 
Avenue and Hudson & Manhattan se- 
curities and the influence of declining 
markets in the former has induced scat- 
tered liquidation in the other two. 

It would be well for holders of Third 
Avenue and Hudson & Manhattan bonds, 
incomes and stocks, to remember that 
weakness in one company cannot put an- 
other into a receivership, although it might 
cause a sympathetic decline. This can be 
turned to good account if the unfortunate 
holders of the weak stocks, bonds and 
notes, will convert their holdings into 
those which are sound and stand square- 
ly on their own feet in spite of the fact 
that they are doing business in the same 
municipality. 

No matter what happens to the two 
big properties, Hudson & Manhattan will 
not be dragged down except in market 
quotations. We have frequently describ- 
ed the Hudson tube system, its solid 
foundations, its growing earning power, 
and future possibilities. The company 
has been accumulating a reserve fund, 
setting an original mark of one million 
dollars for this purpose. After it ac- 
cumulated the million it kept right on 
putting money into the reserve fund. A 
company. that can set aside money in 


these times is doing pretty well in my 
opinion. But this is not all. 

Hudson & Manhattan is an inter-state 
road, running under the Hudson River 
to Jersey City and Hoboken thence out 
to Newark—a matter of six miles. It is 
a completed proposition, and carries 
71,000,000 passengers per annum. For 
the trip from downtown, New York, to 
Newark, about seven miles, it receives 
33 cents, round trip. From Jersey City to 
uptown, New York, seven cents, and to 
the downtown terminal, five cents. I am 
reliably informed that the downtown fare 
will shortly be increased to seven cents, 
which would make a very great difference 
in both gross and net earnings. Beside its 
railroad business the company has an in- 
come from its mammoth twin skycrapers 
situated at the Manhattan end of the 
tubes in the heart of the downtown dis- 
trict. It is hard to imagine a more sub- 
stantial, permanent or safer enterprise 
than Hudson & Manhattan. 

But since this weakness has developed 
in the Interborough and B. R. T. securi- 
ties, Hudson & Manhattan Refunding 5s 
have shrunk in price to around 55 
against a former price of 6934 which 
represents a shrinkage of about 21% of 
their high price, although the situation 
in this company’s affairs has been steadily 
improving. H. & M.-Income 5s have de- 
clined to around 17, although before 
the war they paid 2% and will un- 
doubtedly resume payments at this, or 
even a higher rate, within the next year 
or two. 

It would be well for holders of Inter- 
borough and B. R. T. Co.’s notes, pre- 
ferred and common stocks, to convert 
their holdings into Hudson & Manhattan 
Refunding 5s, and Incomes. The former 
at precent prices yield 9.3% on the in- 
vestment if held till maturity, and a flat 
rate of 9.09%. Not only will the Refund- 
ing bonds eventually receive better re- 
cognition as to their investment merits, 
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but so far as human judgment can see 
the future, they must sell at a higher 
price. As conditions return to normal 
the Incomes should resume their 2%, 
then gradually increase it until they final- 
ly reach a level two or three times what 
they are now selling for. 

a 

Investigate First 

A subscriber writes: “Please give me 
some information about Columbia Gas & 
Electric Co. I intend to buy some of this 
issue.” 

This man has the wrong attitude on a 
matter so important as the selection of a 
security. He has evidently reached a de- 
cision to buy, but merely as a matter of 
interest, or perhaps curiosity as to what 
we will say, he writes us. 

An investor should not at the outset 
prejudice himself either for, or against, 
a stock or bond but should make a list 
of the securities best adapted to his indi- 
vidual requirements, and after investigat- 
ing all of them select the one or the 
few which are in the strongest and most 
promising position. 

Investigate first, and then decide. 

Another subscriber tells us that he has 
four stocks about which he appears to 
be concerned. One of these he says he 
was “advised to hold for a long pull. I 
did. The pull was too long. The rope 
broke, so I must be helped on my feet.” 

_ You are on your feet whenever you 
have a sound dividend-paying stock, al- 


though the price for the time being may 
indicate a paper loss, and if you have paid 
for your stocks you can always take ad- 
vantage of a depression and use the 
certificates as collateral with your bank 
or your broker and buy more of the 
same security at the reduced figure or 
another stock or bond which is even 
better. 
24% 


New Year Resolutions 


This being the time of year when you 
lay your plans for the coming twelve 
months, go over your 1918 record and see 
what kind of mistakes you have made so 
that they may be avoided during the com- 
ing year. One way to do this is to look 
over your financial transactions and set 
down, if you can, from memory, the rea- 
son why you bought or sold in each case, 
and whether subsequent events have 
proved your reasons sound. 


In making your 1919 plans you might 
provide yourself with a book which will 
contain a space for recording just why 
you bought or sold and alongside of it 
another space for a record of results. 
This will be much better than depending 
on memory. In every one’s transactions 
certain glaring faults stand out, such as 
improper investigation, lack of patience, 
dealing on tips, being governed by fears, 
etc. We cannot perfect our methods un- 
less we study our faults, then find ways 
to avoid them. 


EHH 
SUGGESTIONS FOR INVESTORS 


to be able to catch the exact bottom 
and top prices in any movement and 
they generally strike the happy point 
through mere accident. Therefore buy 
when securities are cheap without. at- 
tempting to find the exact bottom, 
and if you are not a long pull holder, 
sell when prices are so high that the 
income return is somewhat lower than 
a normal return on the money. 
Don’t let your fears and blue new- 
paper talk get the better of your judge- 
ment. Securities of the very best type 


I: is the lot of a very few people only 


go down with the others. If you 
know your company to be sound and 
well able to meet its debt, stick to your 
holdings. 


Examine into the merits of an in- 
dustrial security much -more carefully 
than into a railroad security, no matter 
what banking house offers it. There 
are certain standards of. measurement 
that fit railroad securities which make 
them more easily. judged than in- 
dustrials, The bankers themselves 
sometimes make serious mistakes in 
judging industrial bonds and stocks. 





The Durant Motors 


General Motors, Chevrolet, United Motors Analyzed— 
Growth of the Truck and Tractor—Peace 
Time Prospects 





By HAROLD T. JOHNSON 





by the General Motors properties 

in producing shells, Liberty Mo- 
tors trucks, and other war products since 
April 1917, the Durant-du Pont manage- 
ment has succeeded, too, in carrying out 
plans, projected before our entry into the 
world conflict, rounding out the General 
Motors system corporately and physi- 
cally for peace operations. 

This expansion policy has been pro- 
secuted unostentatiously; and as a rule 
but vague ideas prevail as to the organ- 
ization, capitalization, and earning power 
of this dominating factor in the American 
automobile industry today. 

A bird’s-eye view of the General Mo- 
tors organization, as it will be after 
the formal absorption of the United 
Motors units, may be had from the 
diagram which is presented herewith. 
From this it may be noted that the 
General Motors Corporation is shortly 
to represent the following activities 
in the automotive industry: 


the manufacture of passenger motor cars, 

the manufacture of motor trucks and de- 
livery wagons, 

the manufacture of standard type parts and 
accessories used in motor vehicles, 

and the manufaeture of motor-driven farm 
tractors. 


OTWITHSTANDING the prom- 
inent part which has been played 


Organization 

The former General Motors Co. (of 
New Jersey) developed its five motor 
vehicles, the Buick, Cadillac, Oldsmo- 
bile, Oakland, and GMC truck, to an 
aggregate output of over 200,000 a year 
by 1917, with extremely profitable re- 
sults. It became the largest maker in 
the world of automobiles which sell 
for $500 and over. Shipment of the 
company’s product abroad has in more 
recent years assumed imiportant pro- 
portions, and the General Motors Ex- 


port division has become an active 
unit. 

Last spring the manufacturing busi- 
ness of the Chevrolet Motor Co. was 
purchased and became a General Mo- 
tors department, adding the Chevrolet 
car (of which 125,000 were made in 
1917) to the list mentioned above. In- 
dications are that before long the 
Scripps-Booth will become a direct 
General Motors product. 

Following the purchase of the Sam- 
son Sieve-Grip Tractor Company of 
Stockton, Cal., in 1917, tractor manu- 
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facture in the past 18 months absorbed 
a deal of General Motors’ executive 
and engineering thought, and 1918 saw 
the purchase of the Janesville Machine 
Company (Wisconsin) a farm ma- 
chinery company, with thirty years of 
successful operation to its credit. 

At these tractor plants, will be con- 
centrated the manufacture of the Com- 
pany’s motor-driven farm tractors, of 
which three models have been devised, 
selling respectively in the $450, $65C, 
and $950 classes. 
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The year 1917, too, marked the en- 
try of the Buick, Olds, and Chevrolet 
companies into the manufacture of 
light delivery trucks, supplementing 
the GMC truck. 

A few months ago the latest step of 
expansion was taken in the offer to 
purchase the United Motors Corpora- 
tion by issuance of $11,016,400 General 
Motors common stock and $33,049,200 
preferred stock. 

The United Motors Corporation was 
a Durant consolidation in 1916 of mo- 


Motors Corporation. Its stockholders 
accepted the offer to exchange their 
stock for General Motors stock on the 
terms of ten shares of United Motors 
for one share of General Motors com- 
mon stock and three shares of pre- 
ferred. Later it was found advisable, 
in order to avoid complications caused 
by the insertion in the application to 
the Stock Exchange to list the original 
General Motors Corporation preferred 
stock that “any additional preferred 
stock should be designated as second 
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tor accessories and parts companies. 
It comprises at present: 


aNd Roller Bearing Co., Harri- 
son, N. J. 

The New Departure Mfg. Co., Bristol, 
Conn. - ; 


. Y. 
The United Motors Service Inc. 


All of the United Motors operating 
units are profitable concerns and stand- 
ard in their lines, except perhaps the 
Perlman Rim Corporation, which was 
bought for its patents in the freely liti- 
gated demountable rim situation. 

The United Motors Corporation has 
not yet been merged into the General 


preferred stock,” to authorize an issue 
of 6% debenture stock, exchangeable 
for preferred stock, share for share, 
instead of issuing additional preferred 
stock for the United Motors purchase. 

It is not unlikely, however, that Uni- 
ted Motors stockholders who so desire 
(if further authorization is not sought) 
may receive General Motors preferred 
stock, such stock becoming available 
by the exchange for the debenture 
stock of preferred stock held by the 
controlling and other interests. 

Suffice to say, that, in accordance with 
plans known to have been long-in the 
mind of the dominating figure in all 
three companies, W. C. Durant, early 
1919 at the latest will see the General 
Motors, Chevrolet Motor, and the United 
Motors integral] parts of the one big com- 
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pany, the General Motors Corporation, 
devoted to the manufacture and sale of 
automobiles, motor trucks and tractors, 
and accessories. Z 

Other units in the present General 
Motor system are such parts makers 
as the Northway Motor Co., the Cen- 
tral Forge Co., the Saginaw Malleable 
Iron Co., and others which contribute 
fabricated materials to the manufac- 
turing units. 

Capitalization 

With the absorption of the United 
Motors Corporation, the capitalization 
of the General Motors Corporation 
will consist of $49,546,000 6% pre- 
erred stock and debenture stock (ag- 
gregate) and $115,098,100 common 
stock. This will have come about as 
follows: 


Outstandi 
Issued to 


December 31, 1917 
hevrolet Motor Co 


Gross Stock Outstanding 


{n Treasury Through United Motors Stock 


Net Stock Outstanding 


In explanation of the above, it may 
be stated that the price of all the Chev- 
rolet assets, other than the certificate 
for 450,000 shares of General Motors 
common which it held in its treasury, 
was 282,684 shares of General Motors 
common stock. This transaction gave 
Chevrolet, after the transfer of its auto- 
mobile business and its other assets, 
as its sole remaining asset 732,684 
shares of General Motors common 
stock, after the distribution of which 
to Chevrolet stockholders in the ratio 
of one and one-seventh shares of Gen- 
eral Motors common for every share 
of Chevrolet, the dissolution of the 
Chevrolet Motor Co: may be effected. 

One other point of explanation may 
be mentioned in connection with the 
$1,060,000 common: stock and the $3,- 
180,000 preferred stock which, from 
the above table, will turn up in the 
General Motors treasury. Included in 
Chevrolet’s assets were 106,000 shares 


of United Motors stock which by the 
terms of the Chevrolet purchase passed 
to the General Motors Corporation. As- 
suming the actual exchange of General 
Motors stock for this United Motors 
stock on the terms of the United Motors 
purchase, 10,600 shares of General Mo- 
tors common and 31,800 shares of pre- 
ferred will be in the General Motors 
treasury. 

In addition, it may be noted, that the 
General Motors is known to have an am- 
bitious program of improvements to be 
made at its various plants. To finance 
this program additional common stock 
may be issued, thereby further increas- 
ing the above capitalization, but the funds 
from such issue will undoubtedly be re- 
flected in economy in operation so that 
the study of earning power as presented 
below would not be materially affected. 


Common stk. Pfd.or deb.stk. 
$76,873,300 $19,676,800 
68,400 





$116,158,100 
000 





$115,098,100 


Earning Power 

Those who remember the General Mo- 
tors Co. of New Jersey of only slightly 
over two years ago with but $14,985,200 
7% preferred stock and $16,511,783 com- 
mon stock outstanding and who haven’t 
icllowed the rapid developments since 
may well wonder as to the earning power 
of the General Motors Corporation with 
a capitalization as shown above of $49,- 
546,000 preferred stock and $115,098,100 
common stock. 


In the first place it will be also remem- 
bered that in 1916 the General Motors 
Co. earned $168 a share surplus in twelve 
months’ cperation, and its stock soared 
to and maintained a record price level on 
the New York Stock Exchange (only ex- 
ceeded by the fleeting quotation of $1,000 
a share made by Northern Pacific on the 
:nemorable occasion in 1901). The Gen- 
cral Motors Co. stock, then, in the fall 
of ihat year was exchanged for General 
Motors Corporation stock on the basis of 
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five shares of Corporation common for 
one share of Co. common and one and 
one-third shares of-new 6% preferred 
for every share of old 7% preferred. 

Let us see on the record of actual past 
performance what earning power is rep- 
resented for the enlarged capitalization 
of the General Motors Corporation. 

The surpluses available for preferred 
and common dividends of the General 
Motors properties from 1911 to 1917 
(fiscal years ending July 31) were as fol- 
lows: , 


Net Income 


In the five months ended December 31, 
1917, the surplus was $14,284,873, after 
taxes. The 1917 surplus above is after 
taxes. 

The average earning power for the 
seven years ended July 31, 1917 was $12 
850,004 per annum. The average for 
the three years ended July 31, 1917 was 
$22,676,093, this representing the period 
when the motor industry established it- 
self financially. So much for General 
Motors proper. ; 

Figures on Chevrolet profits are not 
plentiful. No report was issued for 1917, 
the company being absorbed into the Gen- 
eral Motors early in 1918. In 1916 Chev- 
rolet made 90,000 cars and $4,845,071. 
In 1917 it made 125,000 cars and prob- 
ably about the same total of profits as 
in 1916. Asa unit in the General Motors, 
Chevrolet, when normal conditions re- 
turn and if the domestic and foreign de- 
mand warrants, can turn out in excess 
of 150,000 cars with present facilities. 
The 1916 figure of earnings for Chev- 
rolet is conservative ($4,845,071). 

Likewise, figures of United Motors’ 
profits are meagre. In the year ended 
June 30, 1917, the company earned $7,- 
540,816 (well under the estimated profits 
at the time of the company’s flotation). 
The period for which both this earning 
power and Chevrolet’s are taken does not 
represent a boom period. The decline in 


motor profits set in about the summer of 
1916. 

The earning power, then, of the three 
companies (actual, not estimated figures) 
on the enlarged capitalization appears as 
shown in the table herewith, taking three 
bases for General Motors, the seven-year 
average surplus (1911-17), the three- 
year average (1915-17), and the 1917 
surplus. 








GENERAL MOTORS CORP. 
WORKING CAPITAL 





Millions of Dollors. 


0 
+ ¥rs.ended duly. # Yrs. ended Decl. ¢ Ys ended June 38 





¥ Including Chevrolet Motor Co - 











Even including the 1911-14 years in 
the General Motors’ average, when. the 
properties and products were just begin- 
ning to be developed on a large scale, it 
will be noted that a substantial earning 
power, 19.3%, is disclosed on the new 
amount of General Motors common stock 
which will be outstanding. On the basis 
of the results of the fiscal years 1917 
for General Motors and United Motors 
and 1916 for Chevrolet, an earning power 
of just under 30% is disclosed 

_ The above figures are entirely exclusive 
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of profits from the tractor business, which 
now forms a part of GMO operations. 
There is, furthermore, available the re- 
port of the General Motors Corporation 
for the six months ended June 30, 1918, 
which includes Chevrolet operations, and 
this shows net profits of $26,078,120. 


the war work total began to head toward 
the vanishing point. It was a period of 
decided readjustment. 

The net quick assets of the General 
Motors Corporation as of June 30, 1918, 
were $94,963,507, compared with $105,- 
141,700 common stock; this includes 


PAST EARNINGS AS APPLIED TO GENERAL MOTORS’ ENLARGED 
CAPITALIZATION 


GMO 7-yr. Av. GMO 3-yr. Av. 


GMO 1917 
$24,780,916 
4,845,071 
7,540,816 


$22,676,093 
4,845,071 
7,540,816 





$37,166,803 
2,972,760 


$35,061,980 
2,972,766 





$32,089,220 $34,194,043 





27.9% 29.7% 











After charging off $13,490,861 for Fed- 
eral taxes and extraordinary expenses a 
surplus remains of $12,587,259, of which 
$12,307,784 is available for preferred and 
common dividends on General Motors 
stock, or 11.1% on the common, for the 
six months, This earning power is shown 
for the capitalization as it stood after the 
Chevrolet acquisition and before the 
United Motors absorption—$19,676,800 
preferred and $105,141,700 common. The 
second half year cannot be expected to 
present such profitable operations, as the 


Chevrolet. On December 31, 1917, the 
excess of quick assets over current lia- 
bilities was $64,554,765, against $76,- 
873,300 common stock outstanding at that 
time. The item of net quick assets stead- 
ily increased from $20,666,865 in 1912 to 
the above level. 


Truck and Tractor 


The GMC truck prior to 1918 was rela- 
tively a small department, as may be seen 
from the table of General Motors output 
in the calendar years from 1913 to 1917. 


EEE 
GENERAL MOTORS OUTPUT 


1913 


1917 
122,000 
20,000 
33,000 
22,000 
6,000 


1916 


91,000 
16,000 
26,000 
10,000 

3,000 


1915 


61,000 
20,000 
12,000 
8,000 
1,400 


1914 


43,000 
18,000 
6,000 


700 











102,000 146,000 203,000 


passenger car output declined toward the Official figures have not been published 
vanishing point in the fall months, and for 1918. Passenger car output gave way 
then after the signing of the armistice to war work, but in view of the fact that 
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the GMC light truck was adopted by the 
Government as standard it is reasonable 
to assume that truck production increased 
sharply, probably trebled. Truck manu- 
facture may be expected steadily to ex- 
pand, and to obtain a more important po- 
sition than heretofore in the company’s 
affairs. 

General Motors has on the market and 
is “pushing” on a large scale the three 
new smaller models of Samson tractors, 
to accommodate which the Janesville unit 
is in process of enlargement and the 
Steckton plan will be expanded. Plans, 
it has been published, have been made 
for an output of 10,000 tractors in the 
next three months. 

Trucks and tractors should prove an 
excellent back-log for General Motors 
during the transition from war work to 
quantity passenger car production. 

Substantial price reductions have been 
announced on almost all the cars made 
by the General Motors. Such action indi- 
cates the judgment of the company’s of- 
ficials to be that costs will be lower in 
1919; and the lower prices will stimulate 
demand to permit renewal of quantity 
production on a scale perhaps greater than 
in 1916-17. There seems to be indicated 
for 1919 an “open market” on motor 
cars as well as other products, in the 
sense that prices will be lower, in the at- 
tempt made by motor companies to de- 
velop speedily a demand which will per- 
mit large-scale production. All war work 
by the motor companies is being cleaned 


up rapidly. Incidentally, reestablishment 
of old price-levels with a normal margin 
of profit may be expected to discourage 
new automobile ventures. 


On the theory that domestic needs for 
motor cars have not been more than 50% 
satisfied for the past two years and that 
foreign countries have now learned the 
efhciency of American motor cars and 
will want them in large quantities, auto- 
mobile men look for an active demand 
after peace and normal conditions are re- 
established. The automobile had to go 
into “reverse” in the war period except 
for war purposes, but little argument has 
appeared about the “essential” character 
of motor transportation in peace times. 


Whatever the future of the motor in- 
dustry is to be, the General Motors Cor- 
poration with the developments in its 
make-up which will have occurred in the 
war period appears to be fitted to take a 
leading part therein. If the transition 
period js to be prolonged and disturbing, 
General Motors will meet it with its or- 
ganization well rounded out (accom- 
plished without the incurrence of an 
fixed interest bearing debt); if the de- 
mand for cars develops at once and manu- 
facturing conditions are satisfactory, the 
new General Motors Corporation’s par- 
ticipation should be profitable. 

The present price of General Motors 
stock does not appear to have discounted 
the part which the company would en- 
joy in a “peace time” automobile market. 


MARKET STATISTICS 
Dow-Jones Avgs. 50 Stocks . 


40 Bonds 20 Ind. 


83.23 
83.41 
83.01 
82.40 
81.72 
81.89 
81.85 
80.59 


Low Total Sales issues 


74.12 345,800 194 
74.46 455,900 191 
74.06 345,900 207 
73.34 404,800 208 
72.68 520,300 217 
73.05 236,000 168 
72.74 356,600 208 
72.19 411,200 220 


20 R. R. High 


86.54 74.77 
86.58 75.16 
85.88 74.77 
84.70 74.86 
84.25 73.52 
84.36 73.60 
83.75 73.45 
83.63 72.96 


Christmas Day 


80.44 
81.17 
81.55 


72.45 
72.77 
73.01 


71.42 
71.86 
72.05 


83.05 
83.10 
83.76 


674,000 
740,800 
588,100 


241 
262 
230 
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R. R. and Industrial News and Comment 





Note.—The Railroad and Industrial Digest, Notes on Public Utilitie», Oil Notes and 


sae Be 


tain condensations of the latest news 
items are not to be considered 


the companies men- 
official unless so stated. Neither THE 


MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 


reason to 


ev 
not 


believe are accurate and trustworthy. Investment 
made without further corroboration.—Editor. 
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RAILROADS 





CANADIAN PACIFIC RAILWAY 
Steamship Service to Orient to be Resumed 


An early resumption of its regular steam- 
ship service to the Orient is the plan of the 
Canadian Pacific Railroad. Owing to the 
transfer of most of the ships, formerly in 
this service, the company had to discon- 
tinue its lines in the early part of the war. 
While the release of the ships used in this 
service will be brought about gradually it 
is expected that the service can be resumed 
on a small scale to begin with and tonnage 
added thereafter as — as available. 

The lines to the rient were always 
large revenue producers and, owing to the 
expected development of trade in this di- 
rection, plans are being made to handle 
greater business than ever before. 


CHICAGO, ROCK ISLAND & PACIFIC 
$16,000,000 Compensation Under Federal 
Control 


While there are some details still to be 
worked out between the Government and 
the company, it is expected that the “Rock 
Island” company will receive a total of 
$16,000,000 per annum under its federal con- 
tract. 

With “other income” of $1,000,000 per 
annum this will wes total net earnings of 
the company up to $17,000,000 a year. After 
interest charges and dividends on the 4 
422,000 7% Ist pfd. and $25,000,000 6% 2d 

fd. stocks, there will remain a balance of 
3 443, or approximately 4.50% on the 

74,482,000 common. 

On completion of contract negotiations 
with the Government the company intends 
to seek permission from the Federal rail- 
road authorities to pay a dividend on the 
common stock. 

Mr. N. L. Amster, chairman of the exe- 
cutive committee of this company, is quoted 
as being in favor of Government control. 
He said, 

“I am unalterably opposed to the Gov- 
ernment relinquishing control of the rail- 
roads at this time. It would be fatal to the 
interests of railroad security holders. 

“In my opinion, if the Government were 
to relinquish all control of the railroads in 


the immediate future, it would be necessary 
to simultaneously appoint receivers for a 
great many.” 


ERIE 
Net Income for September Quarter Drops 


The report for the quarter ended Sep- 
tember 30, shows that Erie, in common with 
other roads, is suffering from excessive 
costs. Which way the “wind is blowing” is 
shown by the fact that although operating 
revenues were $25,865,875 against $18,925,- 
562 for the corresponding period the year 
previous, net income dropped from $3,156,- 
864 in 1917 to $1,803,552. Increased labor 
charges is the big factor. 

1918 1917 
Oper. revenues $25,865,876 $18,925,562 
Net revenue 1,921,244 506,777 
Oper. income 1,208,171 
Gross income 2,089,233 
Net income 1,803,552 


The condensed balance sheet shows: 
Assets—Investment in road and equip- 
ment, $2,429,618; current assets, $36,546,183; 
deferred assets, $13,110,272; unadjusted deb- 
its, $7,945,459; profit and loss, balance, $3,- 
163,636; total assets, $63,193,168. 
Liabilities—Current liabilities, $17,866,944; 
deferred liabilities, $40,255,218; accrued de- 
preciation, $1,609,223; all other unadjusted 
— $3,163,783; total liabilities, $63,195,- 


ILLINOIS CENTRAL 
$1,220,000 Paid Illinois for Six Months 


Company has paid the State of Illinois 
$1,220,000 as 7% of its*gross earnings for 
the current six months. This is $200, 
more than the similar tax for the preceding 
six months. 


KANSAS CITY SOUTHERN 
Advances by Government $1,060,000 
Director General McAdoo announced 
that the total advanced to the company 
April 1 to Dec. 1, 1918, exclusive of current 
earnings immediately applied, was $1,060,000. 
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LEHIGH VALLEY 


November Net, $798,752; 11 Mos. Net 
$6,302,586 


Lehigh Valley reported to the Interstate 
Commerce Commission earnings for No- 
vember were $6,014,373 gross, and $798,752 
for net. Eleven months’ gross was- $59,- 
692,726, an increase of $10,197,119 over the 
same period in 1917. Net operating income 
for the eleven month period was $6,302,586 
as compared to $9,538,895, a decrease of $3,- 
236,309 from the previous year. 


NEW YORK, NEW HAVEN & HART- 
FORD 


Cancels Equipment Contracts 


Manufacturers of railway specialties and 
spare parts for engines and cars have re- 
ceived a circular from the purchasing agent 
of the New York, New Haven & Hartford 
R. R,, written on the letterhead of the 
Railroad Administration, to the effect that 
all shipments of materials after Dec. 2 
probably would be returned and would be 
made entirely at the manufacturer’s risk. 

This amounts practically to a cancellation 
of the contracts for these materials, which 
in many cases are fast contracts. It is un- 
likely that the equipment manufacturers 
will accept the situation. 

It was stated that equipment men did not 
know whether the circular was inspired by 
the Railroad Administration or independent 
action taken by the New Haven. 


PENNSYLVANIA 
New Bond Issue Oversubscribed 


That the Pennsylvania Railroad company 
could sell a large issue of securities on a 
little better than a 5% basis when the 44% 
Liberty bonds of the United States Govern- 
ment were selling to yield about 4%% is 
either a compliment to the strong credit 
position of this premier railroad or a re- 
flection on the status of the Government 
bonds. Undoubtedly the former. 

The bonds are issued under the general 
mortgage due June 1, 1965, which is lim- 
ited to an amount equivalent to the out- 
standing and paid-up capital stock of the 
company, which totals approximately $500,- 
000,000. There are already outstanding of 
these bonds some $125,000,000, of which 

,000,000 bearing interest at 444% were 
sold in 1917. 

Subsequent to this sale the Pennsylvania 
management made a comprehensive sur- 
vey of the probable needs of the company 
for the future, and as a result the stock- 


holders were asked at the last annual meet- 
ing for authority to increase the road’s 
funded debt by $75,000,000. 

Approval was obtained, and as there was 
already authorized $21,000,000 of bonds, the 
company had permission to expand its in- 
terest-bearing obligations by ,000. 

The new offering comes out of this 
authorized total. 


SOUTHERN RAILWAY 
$6,800,000 Voted by War Finance Corp. 
War Finance Corp. had granted an ap- 

plication for the advance of $6,800,000 to 
the company, subject to the approval of the 
Director General of Railroads. 


TEXAS AND PACIFIC RAILWAY 
Construction of Belt Railroad Resumed 


The several railroads omaring Me city of 
Dallas, Tex., including the Houston & 
Texas Central, the Texas & New Orleans, 
the Texas & Pacific, the Gulf, Colorado & 
Santa Fe and the Missouri, Kansas 
Texas, have resumed the construction of a 
belt railroad around the city. It is ex- 
pected that about $1,000,000 will be re- 
quired to complete the line. Practicall 
all of the right of way has been secured. 
The Missouri, Kansas & Texas Ry. will 
also build several overhead crossings in 
the northern part of Dallas. 

The belt railroad is to be used by the 
several lines entering the new union station, 
ang will do away with many grade cross- 
ings inside the city limits. 

fficials of the company have denied the 
rumor that an oil well was brought in on 
the company’s prospect. The Texas Pacific 
Coal & Oil Co., an entirely different, sepa- 
rate and distinct organization, is doing ex- 
tensive development work in way of drill- 
ing oil wells on its properties, and has been 
very successful in bringing in some good 
wells. Probably the two companies have 
been confused by those making the state- 
ment that Texas & Pacific Ry. Co. was de- 
veloping oil wells on its properties. 


WESTERN MARYLAND 
Shows 10 Mos. Operating Deficit of $551,618 


Gross earnings for October for the com- 
pany were $1,262,474 as compared to $1,234,- 
58 in October 1917. Net showed a deficit 
of $485,858 as compared to a deficit of $424,- 
524 in 1917. The net operating deficit for 
the ten month period ended Oct. 31, was 
$551,618 as compared to $3,348,792 for the 
same period in 1917, which shows an in- 
crease of $3,900,410. 
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INDUSTRIALS 


AMERICAN CAR & FOUNDRY 


Cash Balance of $21,000,000 After Providing 
for 1918 Taxes ‘ 


After providing for probable 1918 war 
taxes, has a cash balance of over $21,000,- 
By April 30, 1919, it would not be at 

all surprising if the company had a work- 
ing capital balance equal to better than $30 
per share on its common above par for pfd. 
Net profits from miscellaneous and outside 
work, which includes repair work and manu- 
facture of other than equipment, have prac- 
tically reached the point where they cover 
the 7% dividend on the $30,000,000 pfd., 


leaving the equipment profits for the com-* 


mon. 


AMER. INTERNATIONAL CONTRACT 


No Graft is the Department of Justice 
Verdict 


The publication of the report of the De- 
partment of Justice’s investigation into the 
charges of alleged waste and mismanage- 
ment in the construction of the Hog Island 
shipyard brought the decision that there is 
no justification for criminal proceedings 
against the contractor or its agents. The 
investigators, G. C. Todd, assistant to the 
Attorney General; and Mark Hyman, spe- 
cial assistant, concluded that the American 
International Corp., the Emergency Fleet 
Corporation or their agents had perpetrated 
no fraud nor had received secret profits. 
However, the investigators suggested that 
a satisfactory explanation of the great dés- 
crepancy between the original estimates 
and the actual cost of the yard could not 
be found. - 

A board of experts, the investigators sug- 
gest, should be appointed to determine as 
to the reasonableness of the expenditures, 
this board of arbitration to consist of three 
disinterested naval architects, as provided 
for in the contract. 

In this connection it is interesting to re- 
call that similar cases arising after the 
Civil War were contested from five to thirty 
years. Many cases of this sort were fought 
back and forth in the courts tying up large 
sums of money and burdening the con- 
tractors with expensive litigation. 


AMERICAN LOCOMOTIVE COMPANY 
Readjustment to Peace Basis Under Way 


Munition contracts held by this company 
have long since been completed and the 
orders still on the books are either for 
domestic roads, through the Railroad Ad- 
ministration, for foreign roads or for the 
Canadian Government, the latter, being 
filled at the Montreal plant. 

The company is so adjusting its opera- 
tions to provide full speed ahead, for at 
least the remainder of the fiscal year. Over- 
time work has been eliminated at all the 
plants, and one or two plants are reducing 


operations to a five day basis. This reduc- 
tion of the working time has obviated the 
necessity for discharging workers on a 
large scale. American locomotive’s opera- 
tions are now down to what might be 
termed capacity in normal times. At this 
rate the company can be kept busy until 
the end of the fiscal year, July 1, 1919, from 
the orders now in its books. 

Inventories as of June 30 were $25,411,- 
835 and it is understood that this item has 
been maintained at approximately the same 
level. This factor is supposedly offset by a 
reserve account set up during the war to 
take care of inventory depreciation. A large 
loss is not expected from this source, how- 
ever, as much of the company’s purchasing 
is made against orders for materials and as 
the company is protected by contracts for 
the product, a drop in material prices will 
not have a serious effect. The only loss 
expected, therefore, will come on materials 
held in stock. 


AMER. SMELTING AND REFINING 
Will Not ee | Concentrates at High 
rices 


Taking no chances on the probable price 
at which copper will eventually settle, the 
American Smelting company is taking im- 


mediate steps to prevent loss on advances 
on concentrates. 

Before the war it was the practice of the 
refining company to make commitments 
of concentrates on the basis of current quo- 
tations for the red metal and immediately 
sell futures against the refined product, 
when it became available, in the London 
market. 

When the price of the metal became 
fixed, however, this practice had to be dis- 
continued. Instead the company, knowing 
the price the refined would bring, adopted 
the practice of advancing fifteen cents a 
pound to the mines on receipt of concen- 
trates. 

It is stated that the company now refuses 
to advance more than Ile a pound. This 
advance allows an ample margin of safety 
as there are no indications yet that the 
price of the refined is going below 20c. 


ASSOCIATED DRY GOODS CORP. 

“Calico Common” Showing Up Well 

That the Associated Dry Goods company 
is enjoying the greatest prosperity since its 
organization in 1916 is evident frpm the 
returns for the year just closed. 

Earnings for 1918 will run about $3,000,- 
000 and after deducting $400,000 for taxes, 
$829,122 for the 6% ist pfd. dividend and 
$470,785 for the 7% 2nd pfd. dividend there 
is approximately $1,300,000, or about $8.67 
per share left for the common. This means 
a sum of about $2,600,000 available for divi- 
dends, against $1,530,885 in 1917. 

The company, organized in May, 1916, 
started dividends at the rate of 6% per an- 
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num on the Ist pfd. by declaring a quar- 
terly dividend in April, 1917. In February, 
1918, the directors declared a dividend of 
14% on the outstanding $6,725,500 2nd 
pfd., placing that issue on a regular 7% 
basis. Although no dividend disbursement 
is expected on the common at the meeting 
in January, the opinion being held that the 
directors will pursue the policy of conser- 
vatism favoring the strengthening of the 
company, if the indications of good busi- 
ness are verified, it would not be surprising 
if some distribution were forthcoming next 
summer, 


BALDWIN LOCOMOTIVE 
Munition Plants to Continue 


While some of the contracts held by the 
Eddystone Munitions Company, a subsidi- 
ary of the Baldwin Locomotive, have been 
cancelled, many of the large ones are being 
allowed to run to completion. It is ex- 
pected, therefore, that work will be con- 
tinued up to about the first of April, 1919. 

Locomotive orders have not developed as 
was expected, although reports from Wash- 
ington intimate that the ilroad Adminis- 
tration will place orders for locomotives 
for 1919 delivery. 

In the transition period, and before the 
anticipated world buying of locomotives 
sets in, and while the railroad policy in the 
United States itself is being determined, it 
is expected by equipment manufacturers 
that a large amount of locomotive repair 
work will be necessary, and this repair 
business is expected to keep the locomotive 
companies engaged until the new business 
develops in large volume. 


CORN PRODUCTS 
Record Year for the Company Predicted 


Despite the loss of this company’s export 
business, a record year is confidently ex- 
pected. Estimates of earnings on the com- 
mon stock place the amount at $15 a share, 
after all charges and taxes. 

Grinding between 135,000 and 150,000 
bushels of corn daily, the company has been 
establishing new high records all along the 
line. Its pre-war treatment of corn ap- 
proximated 85,000 bushels. 

The export business of this company was 
eliminated at the request of the Govern- 
ment to provide for the Domestic demand 
and also to alleviate the shipping situation. 
In the meantime, through an extensive ad- 
vertising campaign, a large domestic busi- 
ness has been built up. 

As the export business formerly consti- 
tuted a major part of the company’s activi- 
ties, it is expected by the officials of the 
company, that this field can be entered 
again without much loss of former trade. 


KRESGE 

Sales, November, 1918, $3,373,709 
Reported by the co pany as $3,373,709, 
compared with $2,751,595 for the same 
month in 1917, an increase of $622,114, or 
22%. Sales for the first 11 months of 1918 
were reported at $30,912,043, as compared 
with $25,364,873 for the same period of 

1917, an increase of $5,547,170, or 21%. 


LOOSE-WILES BISCUIT 


No Immediate Intention of Paying Off 
Back Dividends 

Evidently there was no base for report that 
directors planned immediate liquidation of 
26% back dividends on the 2d pfd. and the 
inauguration of dividends on common. How- 
ever, compared with the showings back in 
1914, 1915 and 1916 when deficits or prac- 
tically nothing was earned for the common, 
there is ground for encouragement in 
Loose-Wiles’s future. It is the balance- 
sheet that tells the real story. Bank loans 
are in the neighborhood of $2,500,000 and 
1918 taxes will remove $700,000 from the 
treasury. Under these conditions the pay- 
ment of $525,000 in liquidation of the back 
dividends on the 2d pfd. does not appear 
as good business to the management. Con- 
sequently it will continue to saw wood, 
building up volume business and reducing 
indebtedness. 


STUDEBAKER 

Estimates for 1918 Net Under Expectations 

Disappointment is apparent in some 
quarters over the official estimate of $4,000,- 
000 net for 1918 after the usual charge-offs 
for taxes, etc. If this is actually the re- 
turn it will mean about $10.77 a share on 
the common. Two or three months ago it 
was the belief that the company would 
close the year with a balance for its $30,- 
000,000 common of over $12 per share. Of- 
ficials explain their change in stand by the 
fact that the final quarter will not be up to 
maximum expectations because of the be- 
ginning of the readjustment of operations 
on a peace basis. 


WOOLWORTH’S SALES 
Increase for First Two Weeks in December, 
$500,000 


With sales approximating $5,000,000 for 
the first two weeks in December, a gain of 
$500,000 over the same period last year is 


shown. If this ratio of increase is main- 
tained for the last two weeks in the month 
the total sales will reach between $15,500,- 
000 and $16,000,000 as against $14,590,924 
for December, 1917. The growth in sales 
of the five and ten cent stores has been aug- 
mented by the increase in buying power of 
the class that patronizes the cheaper stores 
and also by the usual customers of higher 
priced goods, forced to enter the cheaper 
market by the uniform rise in prices for the 
better class of goods. 





Trade Tendencies 
As Seen by Our Trade Observer 





The average investor has neither the time nor the opportunity to follow 
developments in the various industries, although such developments at times 
are of vital importance in the consideration of the long range prospects for 
securities. This Department will summarize and comment upon the tenden- 
cies in the more important trades as expressed in the authoritative trade 
publications and by recognized leaders in the various industries. As the 
in a given trade is but one of many factors affecting the 
price of the securities representing that industry the reader should not re- 
gard these Trade Tendencies alone as the basis for investment commit- 
ments, but merely as one of many factors to be considered before arriving 














at a conclusion.—Editor. 





Steel Industry Waiting 
Watchfully 


The atmosphere in the steel trade is 
surcharged with an attitude of indif- 
ference on the surface, but deep concern 
below. To one not at all interested in 
buoying up the hopes of the country, the 
situation presents an aspect for all the 
world like the fellow “whistling to keep 
his courage up.” In the midst of conjec- 
tures as to what policy the Government 
would be likely to pursue in regard to 
regulation of steel, came the announce- 
ment that all restrictions would be lifted 
by the first of the year. Since then there 
has set in a period of hemming and haw- 
ing, surfeited with a huge volume of talk 
as to what will be done, but nothing ac- 
tually being done. The steel trade re- 
ports a condition of stagnation, with a 
few producers adopting the suggested re- 
ductions in prices, but most of them wait- 
ing until they see the turn of events for 
the new year. 

The trouble with the steel trade at pres- 
ent is that the majority in it are tending 
to adopt a dangerous policy of self-decep- 
tion. Of the many optimistic arguments 
that are current as to the immediate con- 
sumption of surplus steel, the chief one 
is that the world market (by that term 
is meant markets outside of the United 
States) is going to absorb American steel 
at a rate greater than ever before, even 
during war times, mostly for the pur- 
poses of reconstruction. A brief investi- 
gation of the facts of the situation re- 
veals a somewhat different condition. 


In order to afford a reasonably sound 
basis for estimating the future status of 
the trade, it is well first to determine how 
much steel has been used for war activi- 
ties in all branches, and the production 
of steel the world over required to meet 
that situation ; and to weigh on the other 
side the probable normal consumption of 
steel all over the world as based upon 
past records, and add thereto the prob- 
able amount that will flow into foreign 
markets for reconstruction purposes. 

According to the best estimates avail- 
able, *iron or steel consumed for war ac- 
tivities alone very nearly approached 40,- 
000,000 tons. The production of steel in 
the United States was over 40,000,000 
tons in 1916, 38,500,000 in 1917 and 
about 38,000,000 for the past year. These 
figures compare with a production in 1914 
of 23,700,000 tons, in 1913 31,461,000, 
and in 1908, immediately after the ic, 
16,100,000 tons. The total world pro- 
duction of iron in 1916, the high point 
during the war, was over 78,000,000 tons ; 
for the past year, approximately 75,000,- 
000 tons, and in 1914, during the slump, 
about 63,000,000 tons. The foregoing 
has to do with production alone, and it 
should be borne in mind in this connec- 
tion that prices never before heard of 
were obtained for this increased output, 
owing, as we know, to the exigencies of 
the war. 

Let us look for a moment at the ap- 
plication of the “reconstruction” outlet 

3 above 
steel 


*“Tron” and “steel” .used e 
= represent pig iron. igures 
ightly in excess. 
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for our steel at high prices. In the first 
place, Germany has undoubtedly all the 
steel that is necessary for her immediate 
requirements, and even if she should de- 
sire to import steel she would not be able 
to do so on account of her impoverish- 
ment. Hence, Germany is likely to keep 
her requirements within the scope of her 
pocketbook. Belgium must rebuild—but 
will she rebuild with American steel? 
Belgium, who before the war was a con- 
siderable exporter of steel, has now re- 
gained her stolen properties, probably 
not very much the worse for wear, and, 
therefore, although a small quantity may 
be needed for immediate and urgent 
needs, Belgium will soon be producing 
all she needs, and, in fact, will be our 
active competitor in other markets. 


Nor is France, to which fair country 
American industry is affixing the absorb- 
ing powers of blotting paper, going to 
buy much steel from us, especially at the 
high prices which we have to demand ow- 
ing to labor conditions. France was al- 
ways able to, more or less, sustain her- 
self in regard to steel, and here, as in 
the case of Belgium, the evacuation by 
the enemy has left France with the where- 
with-all to produce more than her needs. 
Whatever she may need on a small scale 
in the meantime can and will probably 
be obtained from her neighbors. In 
short, it is a sorry conclusion to base 
great hopes in the outlet for our sur- 


plus steel in European markets. Our 
foreign trade situation is still in the in- 
fant stage, and, therefore, it is very un- 
likely that we will be able to capture 
foreign markets to a degree sufficient to 
bolster up the hopes of the steel indus- 
try, for the immediate future at least, by 
our exports. 


What then are we facing? A return 
very nearly to normal in the production 
of steel by countries whose output was 
curtailed during the war. An increase 
in our own production of about 10,000,- 
000 tons. Assuming that a peace demand 
for about one-fourth of the war demand 
arises immediately for rebuilding, new 
enterprises and reconstruction, we have 
a world left with an overproduction in 
steel of from 21 to 24 million tons. 
Undoubtedly there will develop a 
scramble to market steel products at 
sizable reductions in price to keep the 
producers alive. It is not the intention 
of the writer to take the attitude that 
we cannot some day find consuming 
power for even so great an output, but 
the point intending to be brought out 
forcibly is that severe competition is 
going to develop from which it can 
only be concluded that prices must 
come down, and come down sharply. 
(The prospect for steel stocks is dis- 
cussed in “The Outlook” department of 
this issue.) 


The Railroad Dilemma 


Under the stress of argument on “What 
shall be done with the Railroads?” little 
attention is being paid, it is feared, to 
what the railroads are actually doing. 
It is emphatically to the interest of those 
who would have their hand on the pulse 
of the railroad situation to delve beneath 
the main argument, if only for the pur- 
pose of properly adjusting their views on 
the major consideration. The tide of ar- 
gument, flowing backward and forward, 
on Director-General McAdoo’s sugges- 
tion, that Federal control of the railroads 
be extended for a period of five years, 
will probably continue until a definite 


agreement is reached. In the meantime it 
would be well to review the railroads 
from a railroad and not a political angle. 

The outstanding feature in the returns 
of earnings and expenses of the railroads 
is still the steady trend of expenses up- 
ward. Railroad owners, of course, are 
still in the happy or unhappy position of 
receiving a fixed rental based upon past 
earnings. The aii | of such a situa- 
tion has a tendency to blind those owners 
interested but not actively concerned in 
the operation of the road to developments 
of vital interest. Although it is the gen- 
eral belief that the railroads should not 
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be put immediately upon their ante-bellum 
status, those who indulge in this belief 
base their conclusions on generalities. 
The facts are that operating costs are 
rising under conditions imposed by the 
Government administration to such an 
extent that many of our roads would find 
it impossible to make both ends meet and 
would probably be thrown into bank- 
ruptcy in a short period should they be 
returned off-hand. Last June, when the 
Railroad Administration inaugurated a 
blanket increase of rates, it was thought 
that a large part of the rising cost prob- 


its difficulties, it figured about 69%, it is 
now approaching 80%. The regularity in 
which it is increasing is quite alarming. 
Take for example the returns for the 
four months from July to October, in- 
clusive. In July the ratio was 68.87%; 
in August, 71.41% ; September, 76.09%, 
and for October, 77.92%. Coincidentally 
the ratio for October last year was only 
67.56%. 

Of course, it is admitted that the con- 
tinued advances in wages formed one of 
costs, and this cannot continue indefinite- 
ly. Where the Administration will let 


GROSS EARNINGS UNITED STATES RAILROADS 


1918 


1917 Inc. (+) or Dec. (—) 


$346,022,857 

362,509,561 

357,772,850 

484,824,750 377,867,933 


NET EARNINGS 


1918 1917 


$109,882,551 
142,427,118 118,114,360 
117,470,621 114,280,071 


107,088,318 122,581,905 


ugu: 
September 
October 


+$117,661,315 
+ 135,759,795 
+ 129,367,931 
+ 106,956,817 


34.00% 
37.45% 
36.16% 
28.30% 


Inc. (+) or Dec. (—) 


+ $34,466,131 
+ 24,312,758 
+ 3,190,550 
— 15,493,587 


31.36% 
20.58% 

2.79% 
12.63% 


OPERATING EXPENSES, EXCLUSIVE OF TAXES 








Expenses, 1918 
Ratio to 
Amount Gross earn. 
$319,335,490 68.87% 
... 355,842,238 71.41% 
September 369,670,160 76.09% 
October .. 377,736,432 77.92% 


lem had been solved. Railroad statistics 
show, however, that this hope was only 
sustained for one month, namely, July. 
Thereafter, a decline in net earnings set 
in that is developing overwhelming pro- 
portions. In short, the improvement in 
gross revenues resulting from higher 
rates has been neutralized by the rise in 
expenses with the result that net earnings 
are declining rapidly. 

No better indication of “Which way the 
wind is blowing” can be found than is 
contained in the comparison of the ratio 
of expenses to earnings. Since the middle 
of the summer the increase in this ratio 
the chief items in the rise in operating 
has been steady. While last year, with all 


Amount 
$236,140,306 
244,395,201 
243,492,779 
255,286,028 


Expenses, 1917 Inc. (+) or Dec. (—) 
Ratio to 


Gross earn. 
68.24% 
67.42% 
68.06% 
67.56% 


Amount Per cent 
+$83,190,184 
+111,447,037 
+126,177,381 
+122,450,404 


off, however, is still a problem, for, al- 
most at regular intervals, some new rise 
in the wage scale is announced for a dif- 
ferent class of railroad employees. It is 
expected that soon there will be some 
modification in the expense account, due 
to the decline in the cost of fuel and 
other materials and supply. What will 
happen to the pay-roll, however, no one 
can truthfully say at this time. 

The tables are illustrative of the 
earnings and operating costs situation. 

The railroad situation at present, then, 
leaves plenty of room for conjecture, as 
to the probable turn of events in the near 
future. One thing is certain, and that is 
unless there is some relief in the earn- 
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ings and operating situation those inter- 
ested in railroads must view the future 
with some apprehension. It is under- 
stood, of course, that a condition prece- 
dent to all arguments on the railroad sit- 
uation is the next move on the chess- 
board of Government control. The weight 
of worthy opinion in this connection leans 
towards the view that there will be a re- 
turn of the railroads to a modified pri- 
vate ownership, under responsible Federal 
regulation. Until something definite is 
done in this direction, we can only as- 
similate side-lights on the situation, with 
a view to obtaining a clarified outlook 
when a decision is announced. 

A review of the manifold peace de- 
mand covers so wide a scope that it 
would be impossible to enumerate 
more than a few of them here. From 
a mass of fact and opinion showing 
the ratification of demand from various 
angles the following, quoted from a 
well qualified judge, seems to bring out 
some of the more important phases: 

“The demand in this country for mo- 


tor fuel for pleasure, commercial and 
agricultural purposes should continue 


to expand after the war. And there 
should be no diminuation of the de- 
mand for other petroleum products. 

“As a result of its war record, for- 
eign countries and especially Europe 
are likely to adopt the internal combus- 
tion engine on a big scale for all kinds 
of purposes for which previously only 
animals had been used. 

“On the sea the use of fuel oil should 
be greatly expanded within the next 
few years. Previous to the war many 
important steamship lines had decided 
to adopt oil as fuel and its use in war 
time especially by the navies has given 
further proof of its advantages over 
coal. 

“Stocks of oil in foreign countries 
are now depleted and it will require a 
considerable time before these supplies 
can again be brought up to their nor- 
mal point.” 

Although a certain degree of opti- 
mism must be discounted by those 
whose business is to observe the ten- 
dencies of the trade, there is very little 
doubt that an extraordinary degree of 


optimism is warranted by circum- 
stances. 

With the outlook for the distribu- 
tion of oil at high prices for some time 
to come favorable, other factors enter- 
ing into the situation just as neces- 
sary, are also favorable. The oil com- 
panies will undoubtedly be able to ob- 
tain much needed materials, the pur- 
chase of which has been postponed, at 
favorable prices, owing to a material 
decrease in prices for these materials. 
In addition, the labor situation, which 
has weighed just as heavily upon the 
oil trade as upon others, will no doubt 
take a turn for the better in the im- 
mediate future. The return of cohorts 
of American soldiers, many of whom 
were employed before in the oil fields, 
should immediately alleviate some of 
the oil companies’ labor troubles. The lure 
of comparatively high wages and in- 
teresting and profitable work should 
seduce new labor to this field. Again 
in contrast to the situation in other 
trades, a higher level of wages can be 
profitably maintained owing to the 
maintenance of prices for oil at the 
same or increasing figures. 

A favorable aspect of the oil situa- 
tion would be hard to deny in face of 
the preponderance of factors tending 
to point out the reigning status of oil. 
The transportation of oil has been a 
serious drawback during the war, 
roads that were formerly well oiled 
have not received their usual applica- 
tions for a long time and so innumera- 
ble instances of a great and growing 
demand for oil, is in evidence. The oil 
trade has little to fear in the outlook 
for the immediate future for its busi- 
ness. The tendency of the trade is de- 
cidedly on the upward range and is 
likely to progress that way for some 
time to come. An excellent way to ar- 
rive at the probable status of an indus- 
try in the near future is to weigh the 
benefit and detriment caused by the 
war against what business will be taken 
away during peace and what will be 
added. When the balance is struck for 
oil, the future finds the industry on the 
credit side of the ledger. 
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Copper Trade Expects Revision Downward 


Now that all restrictions on the price 
of copper are out of the way, and the 
first revision downward in the price 
for the metal has been announced, in- 
terest is intense in the trade as to 
when a free market will be estab- 
lished and what will be the next move. 

The copper fraternity as a whole are 
not making a very concentrated effort 
to impress upon outsiders that the 
red metal is worth 23c a pound, nor do 
they assume that anything like that 
price will be maintained. On the con- 
trary, the copper trade tendency is 
clearly defined. As gleaned from the 
opinions of the leading organs in the 
trade and the large producers and con- 
sumers, all concerned, have made up 
their minds that a readjustment and a 
severe one is coming. Controversy is 
rife as to the probable surplus of 
copper on hand, some claiming more 
and some less, but without entering in- 
to the argument, and taking the atti- 
tude that even with a surplus of 100,- 
000,000 Ibs. (the minimum estimate) 
the situation is not encouraging, in 
light of the present production and 
probable consumption in the near fu- 
ture. While there undoubtedly will 
be a great demand eventually for the 
metal, for ordinary commercial pur- 
poses, new construction and recon- 
struction, this demand even at its 
height would in the first place be small 
in comparison to the war demand, and 
in addition would not likely be forth- 
coming at anywhere near the present 
price level. 

What relief in the general situation 
will be found through the export out- 
let is, of course, still problematical. The 
Copper Export Association recently or- 


Outlook Bright for 


It is refreshing to find that in at 
least one of the trades the plethora of 
conflicting opinions as to the future 
status of the industry is not in evi- 
dence. Views as to the probable ten- 
dency in other markets are usually 


ganized by American copper producers 
is going after foreign business hard, 
but it is certain that foreign countries 
despite their needs are likely to buy 
very sparingly, and certainly at as low 
prices as possible. It is hard to take 
an optimistic view of the copper situa- 
tion, despite efforts of some of the lead- 
ers in the trade, to show that there 
is an immediate and pent up demand 
for the metal, concluding therefrom 
that the price should be maintained 
at a high level. 

On top of all the troubles that af- 
flict the copper trade, the labor ele- 
ment, which, of course, can never be 
credited with taking into considera- 
tion any of the exigencies of the sit- 
uation are coming forward with 1n- 
creased demands. A committee of 
miners has already submitted demands 
for wages based on 25c a pound for 
copper, or two cents above the pres- 
ent rate, and intimating further that 
they do not give a “rap” how low the 
price of the metal should fall in the 
open market. Of course, the miners 
will not get any such thing, but such 
demands clearly show that the copper 
trade is going to have its troubles in 
the near future. 

A summary of the situation shows 
the copper industry with great stocks 
of the metal on hand, production at ca- 
pacity, the labor situation bad enough 
as it stands, but leaning towards the 
worse instead of the better, a high 
speed production based upon war re- 
quirements, and worst of all, a poor 
prospect for an outlet of both present 
production and the surplus stocks at 
even favorable prices. Only one con- 
clusion can be drawn from these facts. 


“The Wonder Liquid” 


qualified by no end of arguments pro 
and con which show that operators in 
these fields may be doing a lot of talk- 
ing on one phrase of the situation or 
other, but none will commit them- 
selves to any definite course of action. 
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The Oil situation presents an en- 
tirely different aspect. Officials of the 
oil companies, the leading organs of 
the trade, and well informed observ- 
ers are unanimous in their opinion that 
the heyday of oil is dawning. As vast 
as were the activities in this branch, 
during the past two or three years 
opinion has it that such activity will 
pall to insignificance as compared with 
the development that is forthcoming. 
Nor is this activity to be confined to a 
limited number of years, for the plans 
for the future are being laid with such 
avidity that it would almost seem that 
the birth of oil was announced when 
“peace broke out.” During the past 
four and a half years of trying strife 
the re-establishment of peace has been 
looked upon as a pre-eminent boon to 
the oil trade. Instead of a readjust- 
ment of this point of view, as has been 
the case of many industries, develop- 
ments have been such as to emphasize 
the likelihood of increased trade. 


Not that oil has had a bad time of 
it during the war. On the contrary, 


the trade has experienced prosperous 
activity, due to the extraordinary war 
requirements of ours and the Allied 


Governments. That oil has received 
its benefits cannot be denied. It has 
added to the list of uses for oil, many 
new and unheard of applications which 
have practically developed into stand- 
ard requirements. In other lines of 
activity, when favorable mention is 
made of the outlook, deductions are 
based upon elaboate theories of recon- 
struction. No doubt some of these 
theories will develop in practice and 
are worthy of consideration, but even 
the reconstruction boom, when put 
forth as a basis for a favorable out- 
look, is usually qualified by the state- 
ment that an intermediary period of 
readjustment will prevail. Not so in 
the oil field. The future here is based 
upon the general pent-up demand that 
now prevails and the demand that 
should logically develop along lines of 
expansion that are well laid out. While 


there are cases of “nerves” over the 
cancellation of war contracts, by the 
Government, they are few and far be- 
tween. They can, therefore, be almost 
entirely ignored in our argument. In 
short, the oil trade does not fear an 
“Era of financial caution” that is prev- 
alent in almost every other industry. 


In addition the contrast to the situa- 
tion in other lines of industry is pro- 
nounced in regard to Government con- 
trol. Nothing would suit the oil man 
better than immediate and arbitra 
abolition of all restrictions in this di- 
rection. The consensus of opinion is 
towards the view that there would 
be an immediate revision of prices. up- 
ward, creating a wild scramble. Al- 
though effort is being expended toward 
bringing about this condition govern- 
ment circles have indicated that their 
policy will be one of removing restric- 
tion by degrees. As an indication of 
the attitude taken by the oil trade in 
this regard and also of the supreme con- 
fidence in which the future is forecasted 
a writer in the Petroleum Age says: 
“It is better to sip our wine a little at 
atime. It is never good to try to drink 
up the wine cellar at a sitting. Also 
it is better business to spend a time 
picking the fruit from a tree than it is 
to club the branches or pull the apples 
off with a rake.” 


By far the best barometer of future 
conditions is obtained by observing the 
activities and plans of the large oil 
companies themselves, saying little but 
doing a lot while the “grand old man” is 
entering upon a big campaign of con- 
struction and expansion. The grand 
old man, which, of course, is the Stand- 
ard Oil, from its largest to its smallest 
subsidiaries, are increasing their facili- 
ties tremendously, all of which can 
have only one meaning, and that is un- 
precedented expansion is looked for. 
In line with the above, other big com- 
panies such as Sinclair, the Gulf Com- 
pany, and the Cullinan, Doheny, and 
the Doherty interests are preparing 
for big things. 


—— 
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Motor Industry Smiling Through Its Tears 


“He comes up smiling” would be a 
descriptive title for the motor drama 
now being played on the World’s in- 
dustry stage. In the face of cancella- 
tion of huge Government contracts, 
running into millions daily, restricted 
output caused, on the one hand, by 
shortage of materials and on the other, 
by the inability to turn out machines 
even were the materials available, ow- 
ing to the necessity of re-installing the 
regular machinery in place of the special 
Government fittings, the motor industry 
still smiles. 

The most discouraging phrase of the 
situation, to those companies who have 
had large contracts with the Govern- 
ment, and which contracts are now 
being canceled, is the probability of a 
long tie up of funds while adjustments 
are being made on these contracts. If 
experience is worth anything, it is not 
likely that the Government will speed 
up its, in all cases, snail like move- 
ments to help the motors out of their 
difficulties in this direction and unless 
funds can be drawn upon to provide 
the working capital thus involved, 
these companies will be faced with a 
serious problem. 

That the transitory period is going 
to be especially severe upon the motor 
industry is denied by few. It will take 
a lot of time, money and patience to 
readjust this industry on a peace basis 
and during that period, and a rough go 
of it may be expected. 

The labor situation looms large, but 
there is two sides to it. One group 
maintains that owing to the sudden 
stoppage of war work, thousands of 
employees will be thrown out of a posi- 
tion and will only be too glad to accept 
work on a lower wage scale in order 
to be employed immediately. The other 
group stoutly maintains that the labor 
element will take no such view of the 
situation, and will demand that they 
be reinstated in their jobs at wages 
very near the former levels. Which is 
likely to be correct is hazardous to 
guess, as no one can safely predict 
what labor will do next. But two 
things are certain; one is that the full 


complement of labor will not be neces- 
sary in most plants for some time, or 
until the organization and installation 
of peace time machinery has been com- 
pleted, and the other is that the public 
generally is expecting a lowering in 
prices for motor cars, and unless this 
reduction is forthcoming buying on a 
large scale is likely to be curtailed. A 
reduction in the price for the product, 
however, is contingent upon the costs 
that go to make up that product, the 
principal one being labor. If labor re- 
fuses to come down much, there will 
be a scarcily perceptible reduction in 
price, and manufacturers are likely to 
be faced with reduced consumption. 

One branch of the industry is quite 
optimistic in its views, even for the 
immediate future. This group con- 
sisting of manufacturers of light de- 
livery cars and trucks, expects a con- 
tinuation of business on a large scale, 
and some even predict an immediate 
increase. They contend that railroad 
transportation conditions will continue 
to force into use motor transportation 
on a large scale for commercial utility 
and claim that even though the rail- 
roads will soon be able to haridle a 
larger share of the short hand busi- 
ness, the convenience of this method 
of transportation has beén established 
and is more likely to be develonec further 
than reduced. 

Manufacturers of passengers cars 
however, (not pleasure cars as one 
manufacturer significantly emphasized 
was the proper appellation), are facing 
a situation that is not encouraging. 
Thus, the motor industry as a whole, 
is in a state of confusion, hard to de- 
scribe. The utmost of confidence is 
expressed as to the ultimate future of 
the industry; expansion on a scale 
greater than before, is confidently ex- 
pected and there is no reason why it 
should not develop. In the meantime, 
however, Herculean efforts will be 
made to bring about a speedy readjust- 
ment. Despite these efforts, the sit- 
uation is not likely to become clari- 
fied for the spring business. 
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Grain and Provisions Confused 


With the prompt and arbitrary re- 
moval of restriction by the Govern- 
ment on steel and copper, and the 
likelihood that similar action will be 
taken in regard to other controlled 
commodities, grain producers and 
traders are doing no little speculating 
these days as to the probable trend of 
prices in the near future. Far less 
unanimous, however than the copper 
and steel trades on their respective 
situations are grain operators of all 
classes. There are so many factors en- 
tering into the situation that to fol- 
low the treads of all the trend of 
thought would lead us into a maze of 
conflicting conclusions. While it would 
seem that wheat, owing to government 
control, should lie outside the pall of 
discussion, various developments in 
the wheat situation, must be taken in- 
to consideration in order that a correct 
and satisfactory conclusion may be ar- 
rived at for other commodities, princi- 
pally, because the growth or lowering 
in production of wheat greatly affects 
the growth or decrease in the supply 
of corn or oats, and therefore, the price 
of the latter is affected. For example, 
many well informed observers main- 
tain that because of the forecast for 
the largest winter wheat crop ever: 
grown in the history of the United States, 
the acreage available for planting corn 
and oats is necessarily reduced and there- 
fore, the prices of these commodities 
should be sustained to a certain ex- 
tent. What practical value this view 
is worth is a moot question. 

A close study of all avenues of opin- 
ion reveals two sharply defined per- 
spectives. It might be well to give 
them both here so that the value of 
each may be taken for what they are 
worth. The one group argues that an 
entirely artificial level of prices is be- 
ing maintained through Government 
support and when this support is with- 
drawn a decline must necessarily fol- 
low, owing on the one hand, to the im- 
mediate. curtailment of purchases by 
the Government on a large scale, and 


the other to the parsimonious policy 
of consumers in purchasing owing to 
the high prices. They further point 
out in rebuttal to the argument that 
the demand from consumers will be as 
large, if not larger than ever before, 
that this purchasing power will be less 
concentrated and therefore slower in 
assimilating offerings. One convincing 
point in favor of the argument of this 
group is that while the Government 
maintains a high price level for the 
farmer he, in turn, is raising as much 
grain and as many hogs as he possibly 
can to take advantage of the high 
prices. The conclusion to be drawn 
therefrom, is that if restrictions are 
lifted there is likely to be a burden- 
some excess of supply until the pro- 
ducer can readjust his production to 
conform with the demand. 

The other side of the question, how- 
ever, is somewhat the favorite for the 
near view. They maintain that with a 
continued high wage scale, it cannot be 
seen how the high cost of production 
of food stuffs or other articles can be 
reduced, and conversely wages will 
stay up as long as food stuffs and 
other items of living costs remain high. 
The reliance upon the demand for food 
stuffs all over the world as a factor 
in maintaining the price, even with 
high speed production, is the main sup- 
port of their argument. 

Which analysis is likely to be the 
true one is difficult to forecast. It 
would seem to me that the first group 
had hit upon the more practical solu- 
tion of the problem for the near future. 
If an easing off of governmental re- 
strictions is adopted as the course of 
action, the readjustment to lower levels 
of prices should be brought about 
without any sewere shock. However, 
there is nothing in the situation that 
would tend to put the commodity 
markets on a different plane than is 
the case with steel, copper or cotton, 
when conditions return to a non-restric- 
tive, normal status. 
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Light on the Interborough Tangle 


Explanation of Contract with N. Y. City—The Famous 
“Preferential” —Where the Holding Co. Stands—Out- 
look for Bonds and Stocks 





By JOHN 


MORROW 





HERE is one Clarence H. Venner, 
long known for his activities in 
fighting the financial affairs of 
many corporations, who at the 

well-known psychological moment comes 
forth with a circular attacking the finan- 
cial position of the Interborough Rapid 
Transit Co., and pointing an accusatory 
finger of warning at the directors. His 
contentions in regard to the Interborough 
are not new. He has been at it for years, 
but in this case he has chosen an auspi- 
cious time to launch a further attack. 
The public complains of service, the city 
authorities, of course with no thought of 
their political fortunes, turn deaf ears to 
petitions for fare increases, and the Pub- 
lic Service Commission investigates, but 
hesitates. Fares remain at five cents. 

In the meanwhile securities of the In- 
terborough Rapid Transit, and Inter- 
borough Consolidated, the controlling 
company, are scraping bottom. As far 
as the status of the subway and elevated 
lines is reflected in the securities markets, 
the following are the principal issues af- 
fected; Interborough Rapid Transit first 
and refunding 5% bonds, 1966; Inter- 
borough Rapid Transit 7% notes, due 
1921; Interborough-Metropolitan collat- 
eral trust 414% bonds, 1956; Interbor- 
ough Consolidated preferred stock, en- 
titled to 6% dividends, but receiving 


nothing, and Interborough Consolidated . 


common. The Interborough 5s have 
been as high as 9934 ; they are now selling 
around 70. The 7% notes were market- 
ed at 98% and have declined over six 
points. Inter-Met. 4%4s around forty, 
were about 90 back in 1906. The common 
under 6, threatens the absolute low of 
4% made in 1907, and the preferred 
from 80% in 1916 is below 20. The gen- 


eral decline has been somewhat gradual, 
but recently liquidation has been hastened 
by the thinning margin between gross and 
net earnings, as shown in the current 
statements of the Interborough Rapid 
Transit Co., and by the all around un- 
satisfactory situation of the New York 
City traction lines. 


Contract with N. Y. City 


Any discussion of the Interborough 
situation must necessarily include the 
contract with the City. This is essential, 
and will bear repetition, although it has 
been in the foreground ever since the 
Interborough Rapid Transit 5s were mar- 
keted. When the city decided that an 
increase in the subway and elevated lines 
was essential, the proposition was ap- 
proached from the standpoint of a rigid 


* five cent fare as the unit of revenue. 


The contract under which the new sub- 
ways were built was signed in March 
1913, and in effect made the Interborough 
Rapid Transit Co. a partner with the city 
in the enterprise. As every one knows, 
the company operates the subway and ele- 
vated lines in Manhattan and the Bronx, 
with extensions to other boroughs. The 
Brooklyn Rapid Transit’s new lines on 
the north side of the East River, have 
nothing to do with the financial problems 
involved in the Interborough situation, 
but present a problem unto themselves. 
By this contract, the Interborough 
Rapid Transit bound itself to do certain 
things in connection with the construc- 
tion and equipment of the new lines. It 
agreed to furnish $58,000,000 toward the 
cost of construction of the new subways, 
and its obligation was limited to that 
amount. The city furnishes the rest. It 
also agreed to equip the new subways, 
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and it was originally estimated that 
$22,000,000 would cover this item. Times 
have , and as there was no limi- 
tation upon this outlay, Interborough has 
been forced to spend considerably above 
the original estimate. Unfortunately the 
contracting parties had no inside wires 
to Wilhelmstrasse when the contract was 
signed. 

As earnings of the old or existing sub- 
ways were to be pooled with the new, it 
was also agreed by the contract that In- 
terborough was entitled to receive the 
annual sum of $6,335,000 representing 
normal earnings of the old subway lines, 
after deduction of operating expenses, 
taxes, and interest on the city’s invest- 
ment in these lines. The City receives, 
and has been receiving, since the subway 


has been in existence, about $2,384,000 . 


annuall as interest on this investment, 
which no connection with the con- 


tract made in 1913. On the $80,000,000, 
which Interborough was to spend for 
construction and equipment of new sub- 
ways, interest of 6% was to be allowed, 
to be deducted by the company from net 


earnings. 

A separate agreement was made to 
cover the operations of the elevated sys- 
tem, but its terms were somewhat similar. 
The Interborough Rapid Transit was to 
receive an annual total of about $3,390,- 
000 representing normal earnings of the 
overhead lines, and interest on its invest- 
ment in the new extensions to the sys- 
tem. All told, Interborough Rapid Tran- 
sit was to receive a total of $14,525,000 
annually from the net earnings of the 
enlarged subway and elevated system, 
and this claim was a claim prior to that 
of the city, which is not to receive one 
cent from its investment until the guaran- 
tee of the operating system is satisfied. 
This is the so-called “preferential.” 

It was originally figured that to handle 
its end of the contract obligations, Inter- 
borough Rapid Transit would have to is- 
sue some $156,000,000 or $160,000,000 
bonds, a total which included the refund- 
ing of the company’s mo bonds and 
notes which were outstanding when the 
contract was made with the city. Now 


note the oe. At present there are 
outstanding $160,585,000 first and re- 


funding 5% bonds, and $39,400,000 7% 
notes due 1921. These notes were sold 
last July. Money conditions made it im- 
possible for the company to raise funds 
through the sale of additional long term 
bonds, and conditions also forced the 
borrowing of the money, represented by 
the notes, on an 834% basis. Interbor- 
ough, however, was not the only sufferer 
among borrowing corporations. 

Instead of $160,000,000, Interborough 
Rapid Transit has almost $200,000,000 in 
outstanding bonds and notes, represent- 
ing the company’s share in providing for 
the transit lines. The increase over the 
first estimates has been due to higher 
costs of everything entering into con- 
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struction work, and to a smaller extent, 
to the fact that the city lias constructed 
more mileage than was originally contem- 
plated. The company’s rights are safe- 
guarded in this additional diture, 
for from net earnings of the lines, it is 
entitled to deduct the cost of the money— 
and mark this difference, not merely the 
rate of interest which the securities bear 
upon their principal amount. So in place 
of $14,525,000, the preferential claim will 
total about $17,600,000. This sum in- 
cludes other income, which Interborough 
may earn, and which does not come un- 
der the provisions of the contract with 
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the city. It must be remembered that this 
full preferential is not operative now, be- 
cause all of the lines, that will comprise 
the system, are not yet fully completed 
and in operation. 


The “Preferential” is Cumulative 

The question naturally arises, will the 
enlarged subway and elevated system 
earn, from the start, enough to cover this 
preferential, which is deductible by the 
company after operating expenses, taxes, 
etc. It will not, and officials did not ex- 
pect that it would. To provide for such a 
contingency, it is stipulated in the contract 
with the city that any deficit in any year 
or years shall become a cumulative charge 


half and half, that is, half charged against 
current revenues, and half against con- 
struction or capital account. When, how- 
ever, the whole system is completed, the 
full amount of interest becomes a charge 
against current earnings, and current 
earnings mean the full guaranteed pre- 
ferential. In effect, the company will be 
entitled to eventually a minimum income 
of $17,600,000 to apply against interest 
charges and sinking funds in the neigh- 
borhood of $13,000,000 or possibly less. 
If enough of the preferential _is not 
earned to provide for current interest 
charges then the company has the choice, 
if interest is not to lapse, of borrowing 


INTERBOROUGH RAPID TRANSIT INCOME STATEMENT FOR THE FOUR 
MONTHS ENDED OCTOBER 31, 1918 


Gross operating revenue 
Net operating revenue 
Gross income 


$12,735,249 Inc. $ 261,848 
- 4,965. Dec, 1,586,348 
1,705,260 


Accruals under provisions of Contract No. 3 and related 


Certificates which are payable from future earnings 


Total 

Total charges 

Net corporate income 
Passengers carried 


against future earnings, and will have to 
be paid in full before the city may re- 
ceive any return upon its investment. In 
addition, any such deficits will bear in- 
terest, payable to the company, and com- 
pounded. It was believed that by 1921 
earnings would cover the full preferen- 
tial, but the unanticipated rise in the costs 
of operation will in all likelihood lengthen 
this period of unearned preferentials. 

On the basis of $160,585,000 5% 
bonds, and $39,400,000 7% notes, annual 
interest charges will be something like 
$13,000,000 including sinking fund allow- 
ances. This interest charge may not be 
considered permanent, as the 7% notes 
mature in 1921, and by what amount of 
long term bonds they will be replaced is 
uncertain. The notes are convertible into 
the first and refunding 5s at 87% at any 
time before maturity, and are secured by 
$61,587,500 of that issue. 

As the full preferential is not yet in 
effect, so full interest as mentioned above, 
is not yet a charge against current earn- 
ings. At present the proportion is about 


3,816,031 Dec. 
1,235,489 


2,077,748 Inc. 
5,893,779 Dec. 469,771 
1,410,850 


* 200,141 Dec. 11,880,621 
240,713,711 Inc. 2,654,278 


against the accumulating deficiency ac- 
cruals, a privilege provided for in the 
agreement with the city, or of making 
use of surplus accumulated from earnings 
of the old lines. As of June 30, 1918, 
Interborough Rapid Transit had a profit 
and loss surplus of $18,662,977. 

Meanwhile the question of a fare in- 
crease agitates the situation. The accom- 
panying graph will show the trend of 
earnings over the last six years to June 
30, 1918. Since that date the margin be- 
tween gross and net has continued to 
narrow, and in the four months ended 
October 31, 1918, operating ratio was 
61% as compared with 47 % for _ same 
period of 1917. 

A table showing the earnings ie) those 
four months is presented. It will be noted 
that a item called “accruals under the 
provisions of Contract No. 3 and related 
certificates which under these agreements 
with the city are payable from future 
earnings” is included in the earnings 
statement. This represents, in effect, the 
amount by which current revenues from 
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lines in operation have failed to earn the 
present preferential guarantee to which 
the company is entitled. It is a claim 
against future earnings, but does not 
represent “revenues in hand.” Even in- 
cluding these accruals, interest was earn- 
ed by a margin of only $200,000. The 
help that a fare increase would give is 
obvious. 


Where the Holding Co. Stands 

All of the foregoing naturally leads up 
to the position of Interborough Consoli- 
dated Co. This is merely a holding com- 
pany. Of the $35,000,000 Interborough 
Rapid Transit stock, it owns almost $34,- 
000,000 and holds most of the New York 
Railways stock, and controls the company 
operating the motor. buses through the 
city of New York. Interborough Con- 
solidated’s main source of revenue con- 
sists of dividends from Interborough 
Rapid Transit stock. When this stock 
paid 20% in dividends, it was possible to 
pay the 6% dividend upon the Interbor- 
ough Consolidated preferred, but when 
the dividend was cut to 10%, the present 
rate, it was necessary to forego the pre- 
ferred. dividends. 

The collateral back of the Inter- 
borough-Metropolitan 4%4s (the name 
of the company wes changed to Inter- 
borough Consolidated a few years ago, 
but the bonds continue to be known as 


Interborough-Metropolitan 4%s) is° 


$33,912,800 stock of the Interborough 
Rapid Transit Co. on the basis of 
in bonds for each $100 stock. As long 
as dividends of 10% continue to be 
paid upon I. R. T. stock, the bond in- 
terest is safe, but there is a possibility 
that if a fare increase is not granted 
or if operating expenses do not decline, 
this interest may have to be passed. In 
short, holders of Interborough-Met. 
4%s are potential stockholders of In- 
terborough Rapid Transit Co. as that 
stock represents the collateral: back of 
their bonds. The “equity” of the holder 
of each $1,000 bond is five shares of 
Interborough Rapid Transit stock. At 
40 for the bonds, the technical valua- 
tion of the stock would be 80. 

We have seen that the eventual sum 
to which Interborough Rapid Transit 
will be entitled from earnings of the 


enlarged subway and elevated system 
is about $17,600,000 including “other 
income,” an item which now ranges 
between $500,000 and $600,000. Against 
this must first be applied charges of 
about $13,000,000 representing full in- 
terest on Interborough Rapid Transit’s 
fixed charge obligations. The differ- 
ence between these amounts would 
be about $4,600,000 equal to over 13% 
on the $35,000,000 -Interborough Rapid 
Transit stock and sufficient to pay 
dividends large enough to provide for 
interest on the Inter-Met. 4%s. 
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We have also seen that this full 
preferential will probably not be 
earned at the start, and that the pre- 
ferential, as it is now deductible, is 
not being earned. Thus the present 
position of the Inter-Met. 4%s is 
speculative, but for the long pull they 
have possibilities for the purchaser 
who buys for an indefinite period, and 
who, perchance, would be willing to go 
through a possible financial readjust- 
ment, and emerge as a holder of Inter- 
borough Rapid Transit stock. 

If there is any future for New 
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York’s tractions, this stock is far, very 
far, from a security of doubtful value. 
It must not be forgotten that the city 
has invested upwards of $100,000,000 
in the new lines, and that its claim 
upon earnings is secondary to that of 
the operating company. Any embar- 
rassment must be reflected in the city’s 
investment, and incidentally in the 
pocketbook of the local taxpayer. The 
contract has been made and duly rec- 
ognized by the courts, and the terms 
thereof are not subject to alteration 
except with the consent of all inter- 
ested parties. 

It would seem as if the a 
Rapid Transit first and refunding 5s 
and the 7% notes were in a position 
to be bought upon weak spots, and to 
be held for the long pull. It is true 
that the présent condition of the com- 
pany reflects a somewhat awkward 
cash position, but the tiding over of 
the lean period, in so far as interest 
payments upon these bonds and notes 
are concerned, is a very strong prob- 
ability, and the preferential lien of the 
securities upon the future earning 
power of the system is of real value. 

There is little that may be said with 
certainty regarding Interborough 
Consolidated preferred and common 
shares. Their “equity,” or claim upon 


earnings of the Interborough Rapid 
Transit Co. is, of course, subordinate 
to the satisfaction of interest charges 
upon the bonds and notes outstanding. 

There is no possibility of any im- 
mediate return from the New York 
Railways Co. stock, and other sources 
of income are, at present, too small to 
be of real aid. It may be, that in the 
future, the combined sources of reve- 
nue will be large enough to better the 
position of the preferred. 

In connection with the agreement 
which the Interborough Rapid Transit 
Co. has for operating the elevated 
lines, a provision is made that after 
the company receives its preferential, 
of which mention has been made, the 
city and company will divide further 
profits. This, however, is a source’ of 
revenue that is in the future. 

As for Interborough Consolidated, 
it is a “long way from home.” If a 
fare increase were granted, it is likely 
that some upward move would follow, 
but the stock is so far removed from 
income sources that its position is a 
decidedly inferior one. Under the cap- 
tion “Intimate Talks to Investors” in this 
issue Editor Wyckoff discusses the in- 
vestment position of the traction issues 
with definite recommendations. 


Important Forthcoming Financial Events 





Jan. 6 
Chicago, Rock Island & Pacific adjourned 
annual recy 1 
Miami Copper dividend meeting. 
U. S. Supreme Court reconvenes. 


Jan. 7 
Atchison dividend meeting. 


Jan. 8 


Illinois Ceritral dividend meeting. 
United Cigar Stores dividend meeting. 


Jan. 9 
American Malting special dissolution meet- 
ing. 
Reconstruction Congress by Popular 
Govt. League at Washington. 


Jan. 10 
Illinois Central stockholders’ meeting. 
Money Committee expected to continue 
after this date. 
Republican National 
meeting at Chicago. 


Jan. 15 
American Sumatra dividend meeting. 
Pullman Company adjourned annual meet- 
ing. 


Committee special 


Jan. 16 


Tobacco Products dividend meeting. 
20% installment due on Liberty Bonds. 


Jan. 17 
Armistice extended to this date. 





Public Utility Notes 


These notes are a record of recent price-affecti 
as RECOMMENDATION 


FACTORS, and are not to be regarded 
to purchase or sell 





BROOKLYN RAPID TRANSIT 
DILEMMA 


Increased Fare Would Improve Situation 
_ That even the adverse operating condi- 
tions of 1918 were not able to pull down 
the company’s earnings so that the margin 
of protection for fixed charges was danger- 
ously impaired leads to the belief that with 
a higher income, available if fares were in- 
creased, the present talk of impending re- 
ceivership would be stopped. 

In fact, Brooklyn Rapid Transit, with 
some relief granted by way of increased 
fares, would be able to give a good account 
of itself. It still has traffic density equalled 
by few street railways, and the lay-out of 
its territory makes for certain operating 
advantages not enjoyed by Boston Ele- 
vated, for instance. 


CITIES SERVICE CO.’S EARNINGS 
Influenza Epidemic Hurts Nov. Earnings 

Although the ravages of the influenza 
epidemic has made some inroads into the 
earnings of the Cities Service Company for 
November, a satisfactory showing under the 
circumstances was shown. Gross income 
for the month, after the usual reserves and 
other charges, was $1,821,533, an increase 
of $89,120 over November, 1917. After ex- 
penses, taxes and interest charges, net in- 
come was $1,719,005, and after payment of 
pfd. dividends the balance applicable for re- 
serves, dividends on the common stock and 
surplus was $1,381,804. 

For the 11 months gross 


income was 
$20,474,252, an increase of $2,934,442. After 
expenses,- taxes and interest, net income 
for the 11 months was $19,794,980, a gain 


of $2,584,777, and after providing for pfd. 
dividends, the balance available for reserves, 
dividends on the common and surplus was 
$16,098,084, a gain of $2,268,282. 

For the 12 months ended November 30, 
gross income was $22,186,936, an increase 
of $3,076,307. Net income was $21,477,178, 
a gain of $2,716,779, while after payment of 
pfd. dividends the balance was $17,447,988, 
an increase of $2,345,640. 


DETROIT EDISON 
$2,600,000 7% Bond Issue—Stockholders’ 
ights 


Has authorized the issuance of $2,600,000 
10-year 7% convertible debenture bonds 
which would be offered to stockholders for 
subscription at par. They are convertible 
between Feb. 1, 1921, and Aug. 1, 1928, into 
stock of the company at par. They are to 
be dated Feb. 1, 1919, and mature Feb. 1, 
1929. They may be called for redemption 
on and after Feb. 1, 1923, and before Feb. 1, 
1927, at 105 and interest and on and after 
Feb. 21, 1927, and before maturity at 102 
and accrued interest on 60 days’ notice, but 
when so called they may at the option of the 


holder be converted provided the conver- 
sion period has not expired. It was an- 
nounced that the right to subscribe to these 
bonds would be offered to stockholders of 
record at the close of business Dec. 31, 
1918, to the extent of 10% of their holdings 
at that time. Warrants will be mailed 
Jan. 8 to all stockholders.and payment in 
full may be made on Feb. 1 or in three in- 
stallments as follows: 50% Feb. 1; 25% 
May 1 and 25%% Aug. 1, 1919. The issue is 
subject to the approval of the Capital Is- 
sues Committee. 


PHILADELPHIA COMPANY 
Dividend Action Postponed 
Owing to the change of the fiscal year to 
end Dec, 31 the directors will not act on 
the next quarterly dividend, payable about 
Jan. 31, until after the beginning of 1919. 
According to an official of the company, 
stockholders have nothing to fear as re- 
gards a disbursement on the common. Esti- 
mates of earnings show increases all along 
the line, with the exception of the railroad 
department and probably the coal end. Be- 
fore minor deductions, the earnings for the 
system showed about $5,792,000 after fixed 
charges, taxes, etc., available for dividends 
on the $43,000,000 common stock outstand- 
ing. in 1917. 
or the year ending March, 1919, earn- 
ings are expected to total from 18 to 20% 
on the common. An increase in net of 
from $1,500,000 to $2,000,000 is looked for 
oe twelve month period ending March, 


It is further intimated that a new financ- 
ing plan will be forthcoming in the near 
future. This plan is expected to care for 
the funding of the company’s entire indebt- 
ednéss. 


PUBLIC SERVICE 

8,000,000 Fewer Passengers in October 

According to monthly report filed by the 
Public Service Ry. Co. of New Jersey with the 
Board of Public Utility Commissioners as 
required by the order allowing increased 
rates, the company carried 31,971,373 pas- 
sengers in October, of whom 25,917,057 
were revenue passengers. The company 
carried 8,000,000 fewer passengers in Oc- 
tober, 1918, than during the same month 
of 1917. The total pommonase revenue for 
October, 1918, was $1,608,983, as against 
$1,551,941 for October, 1917. The total op- 
erating revenue increased from $1,589,1 
for October, 1917, to $1,654,392 for October, 
1918. For the same period cpereting de- 
ductions increased from $1,030,970 to $1,- 
349,007. The total operating income of the 
company decreased from $559,129 in Oc- 
tober, 1917, to $305,453 in October, 1918. 
The gross income for October showed a 
decrease from $569,204 to $309,958 and the 
net income fell from $136,947 to $124,832. 
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MINING AND OIL 


Anaconda—Copper Manufacturer 


Can it Maintain its Present Dividend on Normal Copper 
Prices?-—Strong Financial Position— 
A Growing Company 





By BENJAMIN R. STEELE 





dividend rate of $6 per annum. 

Ten per cent is generally con- 

sidered as the normal return for a min- 

ing company to make, and Anaconda’s 

present price, therefore, would appear 

to have fully discounted the reduction 

in the dividend rate of from $2 quarterly 
to $1.50 quarterly. 

Can Anaconda maintain its present 

disbursements on present metal prices? 


T 60 per share Anaconda Copper 
nN yields exactly 10% on its new 








ANACONDA 

















Will the price of copper decline further, 
and if so, how much lower must it go 
before Anaconda’s dividend is endan- 
gered? Should the investor buy now or 
should he wait for lower levels: 

There are some of the points that this 
article will consider. 

In the publicity which some of the 
newer coppers have received during the 
last decade, the fact that Anaconda is 
still the largest producer in the world 
has been relegated into the background. 
The name Anaconda, of course, applies to 


a number of producing properties 
grouped under one management and not 
to a single mine, but the Anaconda group 
turns out 25% of the total United States 
production, is the largest producer of 
silver in this country and will soon be one 
of the world’s greatest producers of zinc. 
The financial position of the company 
is very strong, its management unsur- 
passed and its equities include 100,000,- 
000 tons of coal deposits, large timber 
holdings, valuable new properties in 
South America owned by its subsidiary, 
the Andes Exploration Co., and large 
holdings of Greene Cananea and Inspira- 
tion Consolidated copper companies. 


Development of Anaconda 


The present, or what might be called, 
the new Anaconda, is a far different 
proposition from the company-of a dec- 
ade ago. So diversified and extensive 
are its interests that it might seem al- 
most correct to regard Anaconda more 
in the light of a manufacturing than a 
mining proposition. 

Last year the company’s zinc plants at 
Anaconda and Great Falls treated 326,- 
479 tons of zinc-bearing ore, and at 
the Great Falls plant produced 50,624,- 
524 Ibs. of electrolytic zinc. Beginning 
with the current year the company’s rod 
and wire mill began operations marking 
the entry of the company into the metal 
manufacturing business. The plant has 
a capacity of rolling into rods 100 tons 
of copper daily and of drawing into wire 
80 tons of copper. 

Anaconda’s coal mines situated at 
Diamondville, Wyoming, Washoe, Mon- 
tana and Sand Coulee, Montana, pro 
duced upwards of 1,000,000 tons in 1917. 
The saw mills at Hamilton, Hope, Bon- 
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ner and St. Regis cut 87,330,500 feet of 
lumber and purchased 16,476,014 feet. 
The subsidiary departments of the com- 
pany including the electric light, street 
railway, water and foundry departments 
at Anaconda, realized a profit for the 
year of $363,312. 

The company’s Butte, Anaconda & 
Pacific Railway carried nearly 7,000,000 
tons of freight, 355,000 passengers and 
showed a net income of $147,584. The 
smeltery at Tooele, Utah, of the subsid- 
iary International Smelting Co., treated 
during the year 320,000, round figures, 
tons of copper ore and 335,000 tons of 
lead ore, from which were produced, re- 
spectively, 17,385,090 Ibs. of fine copper, 
84,726,315 Ibs. of fine lead, 31,495,231 
ounces of silver and 31,495 ounces of 
gold. The copper smeltery «at Miami, 
Arizona, produced during the year 138,- 
762,411 Ibs. of fine copper, 201,859 
ounces of silver and 2,953 ounces of gold. 

But we have not reached the end of 
Anaconda’s multifarious activities. The 
lead refinery at East Chicago, Indiana, 
produced 118,000,000 Ibs. of common and 
corroding lead, 11,525,000 Ibs. of anti- 
monial lead, upwards of 5,000,000 ounces 
of silver and nearly 25,000 ounces of 
gold. The Raritan Copper Works at 
Perth Amboy, N. J., produced approxi- 
mately 412,000,000 Ibs. of copper, 20,- 
000,000 ounces of silver and 138,000 
‘ounces of gold. 

Anaconda’s Earnings 

The graph herewith shows Anaconda’s 
earnings per share as well as dividends 
paid during the last few years and the 
tabulation shows Anaconda’s gross, net 
and surplus. It must be remembered 
that up to 1915 Anaconda was contrdlled 
by the former mated Copper, but 
that in June of 1915 Amalgamated went 
out of business, distributing to its stock- 
holders its cash and holdings of Anacon- 
da stock. Anaconda now owns and oper- 
ates all of the former Amalgamated prop- 
erties. 

It would, of. course, be incorrect to 
predicate the earnings of the new Ana- 
conda on the old Anaconda, as the en- 
tire character of the company has 
changed in the last decade, but the table 
herewith giving Anaconda’s earnings for 


the last eleven years shows what the com- 
pany has done in the past and furnishes 
a basis on which to regard the company’s 
future. 

It.is doubtful if the average investor 
realizes the magnitude of Anaconda’s 
operations. Last year, for instance, its 
sales of metals, i. e., deliveries to custo- 
mers, aggregated, in round figures, $109,- 
000,000, while sales of merchandise to- 





ANACONDA’S ELEVEN YEAR PRICE 
RANGE 





Dividends Paid 
High Low per Share 
51% 27% $2. 
54% 


1916 
1917 
1918 8.00 


Note—Par changed from $25 to $50 in 1915. 


Dividend Margins of Safety 


Average 

Copper 
Price Earned 
$ 0.90 


Dividends Margin of 
Paid 

13.3c 
13.2c 
12.9c 
12.6c 
15.8c 
15.2¢ 
13.4c 
17.2c 
25.7¢ 
27.1c 


+t+10 4001 


17.03 


taled approximately $7,500,000 and ro- 
yalties, tolls, rentals, etc., amounted to 
$6,668,000. 

Anaconda’s future earnings and ability 
to pay the present $6 dividend. depend 
upon the course of the copper metal 
market. At the present price of 23 cents 
a lb. there is no question of the present 
dividend rate. But will copper go up, re- 
main stationary or decline? Best opinion 
in the trade is to the effect that the metal 
will decline gradually (see Copper in 
Trade Tendencies this issue). On this 
point Mr. W. R. Ingalls of The Engineer- 
ing and Mining Journal writes: 
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We have previously expressed the opin- 
ion that eventually there is going to be a 
great demand for metals for reconstruc- 
tion purposes, for the replenishing of de- 
pleted stocks of goods for ordinary com- 


the present dividend is safe. In 1912 and 
1913 the average selling price for the two 
years was respectively 15.8c. and 15.2c. 
per lb. and Anaconda earned $3.65 and 


ANACONDA’S EARNINGS FOR TEN YEARS 


Gross Revenues 


mercial purposes, and for new construction 
for the institution of industrial economies, 
such as a more general use of water- 
power, etc. But before that is to be ex- 
pected we regard it as inevitable that there 
will be a period of readjustment, during 
which there will be lower prices. 

We have previously expressed the opin- 
ion that even if there had been no war the 
world’s consumption of copper would nat- 
urally have been as large as it was in 
1918. This would have been so if the old 
rule that copper consumption about doubles 
every 10 years had held good. We look 


Net Income 
$ 1,083,000 
2,135,000 
5,721,000 
8,044,000 
15,856,000 


40,457,000 


39,721,000 19,906,000 


$2.61 on its stock. A sharp decline in 
the price of copper would, in all probabil- 
ity necessitate a reduction in Anaconda’s 
present rate. In short Anaconda is still 
paying dividends and selling on a war- 
price copper basis. 


Strong Financially 


Anaconda, thanks to its big earnings of 
the last two years, occupies an excellent 
financial position. Current assets as of 





The Old and the New Anaconda Method of Handling Ore 





forward to a great demand for copper af- 

ter the period of readjustment, but it will 

not begin with the price for the metal at 
the present nominal level. 

In 1915 when the average selling price 
for copper was a little better than 17c. 
Anaconda earned a little more than $7 

er share and pei dividends of $4. 

t appears then that as long as the price 
for copper remains better than 17c. that 


December 31 last totaled $71,328,647 of 
which $27,109,000 was in the form of ac- 
counts receivables and cash. Net current 
assets of working capital was in excess 
of $35,000,000. 


Andes Copper Mining Co. 


In its subsidiary the Andes Copper 
Miging Co. in Chile, S. A., Anaconda 
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is building for the future. This compa- 
ny has now upwards of 5,000 acres of 
which 1,003 acres consist of mining 
claims. Development work including 
drilling, arrangements for water supply 
and building of a transportation system 
are being actively pushed. Last year ap- 
proximtely 5,500,000 tons of ore aver- 
aging 1.54% copper were developed. 
The thoroughness with which this devel- 
opment is being handled is indicated by 
the fact that the pipe line for the rail- 
road water supply alone is 96 miles long. 

Exploration work in South America is 
being actively pushed and the company 
is constantly adding to its holdings in that 
country. 

Among its stock holdings are 28,740 
shares of Butte Copper & Zinc, 50,900 
shares of Inspiration Consolidated and 
2,700 shares of Greene Cananea. 


Anaconda’s Future 


In this brief article we have pointed 
out that Anaconda is a highly developed 
organization with widely diversified in- 
terests—so widely diversified, in fact, 
that one might almost be justified in re- 
garding it as a manufacturing rather than 
a mining proposition. But the copper 
end is and will continue to be Anaconda’s 
chief source of revenue and its earnings, 
therefore, will continue to move in ac- 
cord with the price of copper. 

Anaconda has a splendid management, 
is in a strong financial position and has 
excellent prospects for future develop- 
ment. But as the best copper opinion is 
to the effect that the present trend of 
copper prices is downward and as it is 
not likely that Anaconda will advance 


while the metal is declining, it would 
seem that the best course for the prospec- 
tive Anaconda investor to pursue would 
be to wait until the metal market shows 
signs of reaching the bottom. Anaconda 
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at 60 is a good investment on its present 
dividend but the fact that the company 
has not shown ability to earn that divi- 
dend in times past on what might be 
called normal prices of copper, injects so 
much uncertainty as to the continuance 
of that dividend, that a position of con- 
servatism and caution is the proper atti- 
tude at the present time. 








A RED CROSS BARGAIN. 


URING the recent Red Cross drive, stores were opened in a number of 
cities where contributed articles were placed on sale for the good of the 
cause. A woman in Oakland, California, had a fine pair of Chinese vases. 
One of them became broken, and, after endeavoring for some time without 
success to find a match for it, the good housewife placed it in the stock at 
the Red Cross store, without mentioning the matter to her family. Sev- 
eral nights later her husband came home with a vase under his arm, remark- 
ing that he brad run intO a wonderful piece of luck. “I have found the ex- 
act duplicate of your Chinese vase,” he said exultantly, “and it cost only 


$20.”— 


Wall Street Journal Straws. 
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Mining 


Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





BUTTE & SUPERIOR MINING CO. 
Operations Curtailed 


As a result of the action of the Anaconda 
Copper Company in suspending its receipt 
of custom zinc ore from the Butte District, 
Butte & Superior has reduced its operations 
-to one shift, a 50% reduction. From pres- 
ent indications, there is not much likeli- 
hood that the Anaconda Company will 
resume its receipts of this ore in the near 
future. Whether Butte & Superior can 
find another outlet is uncertain and it is 
assumed that operations will continue on 
restricted basis for some time. 


CALUMET & HECLA MINING CO. 
Copper Contract Cancellations Not Large 

Contrary to expectations this company 
and its subsidiaries has not been in receipt 
of cancellations of copper contracts on a 
large scale. Many of the contracts held by 
this company are not cancelable as buyers 
are legally bound to accept delivery. 

For three years the French Government 
has been a very large purchaser of Lake 
Superior Copper. Calumet & Hecla has 
sold much of its metal to France, and it is 
believed that if the inquiry recently made 
by that country develops into actual busi- 
ness the Calumet group will have no small 
portion of it. 

The declining profits of the last two or 
three months may not appear in the 1918 
reports, but will be carried over into 1919 
business. Under the bookkeeping practice 
inaugurated in 1917, the Calumet & Hecla 
management treats as earnings only the 
actual receipts from copper sales. As it 
takes about two months for copper to be 
turned into cash, there was in 1917 and will 
be henceforth a carry-over of no incon- 
siderable amount at the end of each twelve- 
month. 


CONSOLIDATED COPPER MINES CO. 


Large Production From Bunker Hill and 
Morris Claims 


Only a small part of the tonnes, shines 


during October, came from the Claim, 
from which the mining is done by the Ne- 
vada Consolidated in connection with its 
Liberty Pit oe. Most of the pro- 
duction of 1,479,024 Ibs. during the month 
came from the company’s porphyry mine 
in the Bunker Hill and Morris claims. The 
remodeled mill secured an average extrac- 
tion of 78.06% of copper from the ore dur- 
ing October. ; 
Development work in the Alpha Mine is 
encouraging. Drifts west and north on the 
1,200-foot level have been in ore averaging 
10% copper, which is a much higher grade 
than had previously been-encountered on 


this level. The stopes above the 1,200-foot 
level are encountering ore of improving 
grade. Up to Nov. 20 there had been 
shipped from the 1,200 foot level over 2,000 
tons of ore averaging 7.9% copper. A 
crosscut is being driven to open the ore 
zone on the 1,300-foot level. 


COPPER EXPORT ASS’N, INC. 


New Organization Formed by Copper 
Producers 

American copper producers at a meeting 
Dec. 17, 1918, completed the formation of 
this organization, incorporated under the 
laws of Delaware, with a capital of $250,000 
7% pfd. and 500 shares of common stock 
of no par value, to offset various foreign 
buying corporations in process of forma- 
tion abroad. John D. Ryan, who was se- 
lected as Pres., Dec. 17, 1918, gave out the 
statement in which he said that the asso- 
ciation was formed for the purpose of 
handling all the export business coming to 
the U. g, would eliminate competition and 
save for the producers a handsome sum 
each year. The plan calls for one share of 
common stock to be issued to each pro- 
ducer who joins the combination, the one 
share to have neither market nor par value. 
On all voting, however, the one share of 
stock of the producing company can cast 
one vote for each 500 tons of copper pro- 
duced for export in the preceding twelve 
months. Mr. Ryan estimated that the pro- 
duction of copper in 1919 would be ap- 
proximately 2,500,000,000 Ibs., and if, as in 
normal times, 60% of this production is ex- 
ported the total that will leave seaports 
will be approximately 1,500,000,000 Ibs. 
Estimates ae recently been made that 
Great Britain, France and Italy will require 
425,000 a A of copper in 1919, amount- 
ing to 925,000,000 Ibs. is total is divided 
as follows: Great Britain 200,000 tons, 
France 145,000 tons and Italy 85,000 tons. If 
Germany and Austria get into a position 
where they will again enter the world’s 
commerce the total to be exported from 
the United States will be increased by 
something like 500,000,000 Ibs. 


DAVIS-DALY COPPER COMPANY 
' New Developments Needed 

It is estimated by these familiar with the 
Davis-Daly Copper Company’s operations 
that -$2,000,000 should be spent on under- 
ground developments to properly open up 
the property and build a new smelter. In 
view of this expected outlay, some doubts 
are held by stock-holders-as to the advis- 


ability of paying dividends. 


In Mav, the company age its first divi- 
dend of 50c a share on its 600,000 shares. 
In November, it declared half of this 
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amount, making a total of 75c for 1918. 
After payment of this last disbursement; 
the company had net cash assets of $450,000. 
_ With depth Davis-Daly has uncovered 
increasingly large ore values. The property 
is opened down to the 2,500 foot level and 
many tonnages go forward averaging over 
17% copper. The net average during No- 
vember from all levels was over 8%. ~ 


FEDERAL MINING & SMELTING 

Report, Quarter Ended Oct. 31, 1918 

Showed net earnings of $371,972, com- 
pared with $323,309 in the quarter ended 
July 31 and 431,608 in the quarter ended 
Oct. 31, 1917. Pres. Brownwell in his re- 
port said no account was taken of either 
ore depletion or depreciation, that being 
left for the end of the year. During the 


quarter the company’s shipments amounted 
to 18,149 tons, against 19,397 tons in the 
July 31 quarter and 32,818 tons in the cor- 
responding quarter of 1917. 


GREENE CANANEA COPPER CO. 
Labor Strike Curtailed Operations 

During the middle of November, due to 
an incipient labor strike, the Greene Cana- 
nea Copper Company’s operations in Son- 
ora, Mexico, were curtailed about 50%. 

While the mining end of the operations 
fell off, milling operations were not seri- 
ously interfered with, there being sufficient 
ore on hand to keep the mill going. The 
grievance of the Peons was a fancied one, 
and was soon adiusted so that on Decem- 
ber Ist, mining was again going forward 
and conditions returned to normal. 

The labor situation in this district was 
somewhat strained during the past year, 
due to the fact that many Mexican labor- 
ers moved North, to enter the shipyards 
along the Gulf coast of Texas, and to work 
on the South-western farms and planta- 
tions. However, this situation is being ad- 
justed in that a secession of work on a 
large scale in this direction is returning 
this labor below the Rio Grande. 


MAGMA COPPER 
Production, November, 992,000 Lbs. 
Production for November, 1918, was re- 
ported as 992,000 Ibs. of copper, against 
949,455 Ibs. in October. 


MASON VALLEY MINES CO. 
Production, November, 1,073,200 Lbs. 
Production for November, 1918, was re- 

ported as 1,073,200 Ibs. of copper, against 
1,080,200 Ibs. the preceding month. 


POND CREEK COAL COMPANY 
Dividend Reduction Reflects Uncertain 
Outlook 


The reduction in this company’s quar- 
terly dividend from 50c to 37%c a share, 


reflects the uncertainty both as to the 1918 
Federal taxes and the bituminous coal 
outlook. 

Pond Creek expects to earn for the 1918 
Calendar year, something in excess of $1,- 
100,000, before income and war excess 
profit taxes, but after charges, depreciation, 
etc. This compares with $1,350,000 earned 
before Federal Taxes in 1917. 

In 1917 Pond Creek reserved $600,000 for 
taxes, and even on smaller earnings in 1918 
the tax may be as large, if not larger. 

Federal taxes bear down particularly 
hard on Pond Creek. The tax may run up 
to $700,000, which would be more than 60% 
of total net profits. The balance then re- 
maining for the stock would be only $400,- 
000, or equivalent to $1.90 a share on the 

900 shares. If the tax is $600,000, as in 
1917, the balance remaining would be equal 
to $2.40 per share. 


UNITED VERDE COPPER COMPANY 


Copper Produced at Rate of 6,000,000 
Pounds Monthly 


The 1918 output of United Verde Copper 
Company is expected to run close to os, 
000,000 pounds. The Company has been 
producing copper at the rate of somewhat 
exceeding 6,000,000 pounds monthly. 

Throughout the two preceding years, 
United Verde made monthly disbursements 
to its small list of stock-holders, but for the 
last half of the 1918 year, no dividends were 
paid. However, in the four months from 
January to April, inclusive, of 1918, the 
company distributed within 25c per share 
of its total 1917 dividend, the four months’ 
payment ageregating $17, against $17.25 
paid in 1917. 


UTAH-APEX MINING COMPANY 
Company Troubled by Law Suits 


Adding to the already imposing list of 
court actions against this company, the 
Utah Consolidated Mining Company has 
filed two new suits against Utah Apex in 
the United States District Court, in Salt 
Lake City. One action for $100,000 dam- 
ages relative to Yampa Lime Bed—Load 
claim declares that both the property and 
the cause for action were jointly purchased 
by the plaintiff from a third party on 
August 2nd, 1918, and that since then, and 
prior to that time, the Utah Apex has been 
working veins in the said ee 

Also for a year of Utah Apex’s bank bal- 
ances has been tied up under attachment 
for $200,000 by the Utah Lead & Copper 
Co. This last piece of litigation has been 
settled, the Utah Apex paying a substantial 
sum with interest at 8% from date of first 
alleged illegal extraction of ore. 

According to its last annual report Utah- 
Apex sets up $70,000 as a reserve for “liti- 
gation.” But from indications this sum 


_ Stands to be considerably augmented. 





Investment Value of Royal Dutch | 
Petroleum 


Policy of Combining Production and Distribution— 
Its World-wide Interests—Earnings, 
Dividends and Reserves 





By N. L. B. TWEEDIE 





PAR VALUE of ROYAL DUTCH CERTIFICATES dealt in in New 
York is 33 1-3 GUILDERS. The value of a “Guilder” varies between 40.20c and 


50c, but the current 
general purposes TH 


uotation of about 42c seems sufficiently established. For 
ROYAL DUTCH certificates dealt in in this Country 


may, therefore, be regarded as having a PAR VALUE OF $14. 





fe forms a chapter in the industrial 
and financial history of Europe 
as fascinating and interesting as that of 
the Standard Oil Company in the United 
States. The Royal Dutch Petroleum, from 
a mere oil producing company, has be- 
come, through its combination with the 
Shell, the largest single organization in 
the world engaged in the oil producing, 
refining, carrying and distributing busi- 
ness. It owns and controls subsidiary 
companies in practically all parts of the 
world; but it differs from the Standard 
Oil organizations insofar as it has not 
been compelled by law to split up into 
separately managed corporations and 
is, under the direction of its president, 
Mr. H. W. A. Deterding, guided from 
one central authority—a fact which 
makes for efficiency and economy. The 
policy pursued by the company has 
been to bring production and distribu- 
tion as close together as possible, there- 
by saving transportation costs, while at 
the same time through the central or- 
ganization being able to regulate con- 
ditions at any given point according to 
special condition of supply and demand. 
This policy also furnishes close touch 
with local conditions and confers the 
benefit of anticipation and quick action 
should the necessity arise. 


Grew From Humble Beginnings 
From the humble beginnings of a 


small oil producing concern in the 
Dutch East Indies, which in the early 


HE organization and growth of 
aa] The Royal Dutch Shell Group 


stages found it difficult to obtain the 
necessary financial backing, it became 
one of the largest oil producers and 
later through its co-operation with the 
most important financial interests on 
the continent of Europe and by its 
pooling of interests with the Shell 
Transport Company of London, an in- 
dustrial undertaking of the first mag- 
nitude and one on whose possessions 
“the sun never sets.” The Shell Trans- 
port Company had a world-wide dis- 
tributing and refining organization and 
a big fleet of tankers against the pro- 
duction organization of the Royal 
Dutch. The community of interests is 
worked out in the form of divisions of 
profits, of which 60% are paid over to 
the Royal Dutch and 40% to the Shell. 
The relations between the two com- 
panies are harmonious in the highest 
degree, and the combination has pur- 
sued the wise policy of making itself 
the friend of both its customers and of 
its employes. There has never been an- 
tagonism to the combine from any quarter 
and steadily progressive and highly re- 
munerative business has been enjoyed. 
Immediately on the outbreak of the 
war the Royal Dutch Shell interests 
worked hand-in-hand and to the utmost 
of their capacities with the Allied gov- 
ernments, while continuing at the same 
time the policy of commercial enter- 
prise and progressive expansion. In 
certain countries the company’s trade, 
owing to the war, has been disturbed, 
in others the result has been the oppo- 
site, but, on the whole, the earnings 
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and geweral progress has not only been 
fully maintained but increased profits 
have been secured and mostly used to 
straighten the already large reserves 
and cash resources. 

Shell Transport shares are quoted in 
London only, while Royal Dutch were 
introduced on this market late in 1916 
by Kuhn, Loeb & Co. The events since 
1917 prevented the merits of this stock 
becoming recognized in this country 
and its distribution in accordance with the 
high yield and the company’s great fi- 
nancial strength. There have lately been 
distributed subscription rights which 
were salable around $25 per share and 
there is now being issued a stock bonus 
of a value of $35 a share. This coupied 
with the yield of between 9 and 10 
per cent on the shares during 1917 and 
1918 has attracted considerable atten- 
tion to the security and its investment 
value. 

A Holding Concern 


The company is a holding company 
with a capital of $68,760,000 common 
stock issued out of an authorized total 
of $80,400,000. There is no funded debt 
but $12,060,000 4% priority and 44% 
preferred stock. 

The producing business of the com- 
pany is mostly vested in The Bataaf- 
sche Company with a capital of $56,- 
280,000 and the distribution and trans- 
portation business in the Anglo-Saxon 
with a capital of $40,000,000. The prop- 
erties of these two companies are partly 
managed direct but mostly organized into 
sub-companies.. The Angle-Saxon 
owns the ocean-going fleet which em- 
braces some 260,000 tons of tankers and 
other ships. 

As separate concerns are held the 
majority of the shares of the Asiatic 
Petroleum Company, the capital of 
Astra Romana (The Roumanian prop- 
erties), and the total capital of Roxana 
Petroleum Company of Oklahoma, and 
The Shell Company of California 
(which embrace the properties in the 
United States). The company also 
owns $3,000,000 face value of shares in 
The Shell Transport and Trading Com- 
pany and some $800,000 face value of 
shares in various concerns, 


Revenue From Dividends 

The revenue of the company is mostly 
derived from the dividends received from 
these various undertakings of which 
The Bataafsche Company paid an aver- 
age of 23% and Angle-Saxon an aver- 
age of 1014% during the last six years. 
The Asiatic Petroleum paid somewhere 
near 140%, etc., etc. 

The Royal Dutch distributed to its 
shareholders dividends from 1902 to 
1912 an average of $5.32; 1913, $5.70; 
1914, $6.75; 1915 and 1916, $6.85; 1917, 
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$5.15; 1918, $7.65. In addition thereto 
there were distributed stock dividends 
(subscription rights at par) which were 
worth, in 1907, $72 per share; in 1916, 
$16 per share; and in 1918, as above, 
$50 per share. 

The company has just announced 
that it will pay in 1919 on its increased 
(doubled) capital the usual interim 
dividend of 15%, equal to about $2, 
which distribution should take place at 
the beginning of February. The chair- 
man of The Shell Company stated offi- 
cially that the profits for 1918 in respect 
of which the 1919 dividend payments 
are made promise to exceed those 
for 1917. At the same time he an- 
nounced that the burden of taxation 
was so constantly increasing in all 
countries that it would be improbable 
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that a larger distribution would be pos- 
sible than the one made in 1917. This 
announcement was made before the Ar- 
mistice and as it included the state- 
ment that with the restoration of peace 
the shareholders would reap in full 
measure the reward of their enterprise 
and industry, it is not impossible that in- 
creased revenue will accrue to the Royal 
Dutch shareholders during 1919. 


Two Kinds of Reserves 

The reserves of the company con- 
sist of, two kinds: There is first, the 
actual surplus which amounted, for the 
year ended Dec, 31st, 1917, to $30,160,- 
000 (of which $14,540,000 was cash) and 
then the hidden reserve which is the 
difference of the actual value of the 
company’s shareholding, capitalized on 
a 7% basis, as against the book value. 
This latter reserve amounts to about 
$192,000,000. 

ihe properties of the company are 
situated 

(a) In Dutch East Indies, where it 
is in the predominating position in the 
oil producing enterprises. 

(b) In Russia, very large producing 
and refining interests’ which have been 
merged with those of the Rothschild 
group. In consequence of the lament- 
able state of affairs in that country, the 
Royal Dutch Company last year wrote 
these properties off its books. 

(c) In the United States, (1) con- 
siderable oil lands in the Midwest: Okla- 
homa, Kansas, Texas, etc. ; pipe-lines and 
several refineries of which a new one at 
St. Louis has just started work; (2) in 
California, considerable oil-lands in the 
Coalinga district and in the County of 
Barbara ; pipelines, refineries, tank cars 
and a great distribution organization 
on the Pacific Coast. 

d) In. Mexico, very considerable 
holdings of oil fields and producing wells 
of very large capacity all over the coun- 
try; considerable storage capacity 
amounting in all to about 2,500,000 bar- 
rels; a 10-inch pipe line from Panuco to 
Tampico and many other important in- 
terests. 

(e) In Venezuela, considerable con- 
cessions which are Sayer - a large pro- 
duction and are being further systemati- 
cally exploited; also various refineries, 


storage plants, and pipe lines, etc. 

(i) In Curaco, a large refinery and a 
fleet of barges and tugs which trans- 
port the Venezuelan oil to the refinery. 

(g) In Egypt, very considerable and 
increasingly productive wells, a large 
refinery at Suez, and there are under 
construction further refineries. 

(h) In Roumania, very large wells, 
refineries, etc., etc. 

(i) Persia, large interests in conjunc- 
tion with the British Government. 

(j) Panama, large storage plants at 
each end of the Canal. 

Production 

The production of the company rose 
during the war from 28,400,000 barrels 
in 1915 to 34,300,000 barrels in 1917. 
The proportion of production in 1915 and 
1917 was: 1915 1917 
United States .... 17.50% 28.40% 
India ............ 36.50% 34.80% 
Russia 31.70% 

7.82% 
5.10% 


Fluctuations American Shares Were: 
"ary Low 
1902 to 1914 }- hy 4834, 
1915 6054 
1916 67 
1917 59 
*1918 75 
1918 = 
1918 
* With bonus and slates. t+ Ex slain only. 
+ Ex both bonus and rights. 


Problem of Par 

There has been considerable mis- 
understanding over the par value of 
Royal Dutch shares as quoted in this 
country. The Royal Dutch shares 
quoted in Amsterdam are of a par value 
of 1,000 guilders, equal to about $420 
and these shares are quoted ex bonus 
and rights now about 500% in Amster- 
dam. This, on the American Equivalent 
of $14 par is about $70 per share, the 
price at which it is today selling on the 
N. Y. Stock Exchange. The shares 
quoted in London are of a par value 
of guilders 100, but as the British Gov- 
ernment during the war requisitioned 
all British holdings, there is no 
price available. In order to bring the 
shares to be quoted in New York with- 
in reach of the ordinary capitalist, 
Messrs, Kuhn & Loeb at the time of 
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the introduction arranged that the 
equitable Trust Company issue Trust 
Certificates, representing one-third of 
100 guilder sharé (33 1-3 guilders equal 
to about $14 per share). Lately on ac- 
count of some legal difficulties regard- 
ing the issue of shares emanating from 
the subscription right and the bonus, 
the holders of the shares of the above 
original issue have been invited to 
exchange their certificates free of 
charge into others issued under a new 
agreement with the Equitable Trust Com- 
pany’s trust department, under which 
new agreement the bonus and subscrip- 
tion right shares have already been 
delivered to the stockholders. 

(The above mentioned dividend will 
be payable on all shares, exchanged or 
otherwise. ) 

It has lately been announced that 
during the war the Royal Dutch Shell 
group’s services have been invaluable 
to the Allied governments and the 


companies have received official thanks. 


While it was generally known that the 
companies constructed in France large 
storage and packing establishments for 
oil and oil products and were managing 
this whole organization, it has, now 
only been made known that the com- 
pany practically saved the Allied muni- 
tion problem early in 1915. It discov- 
ered then that toluol existed in large 
quantities in the crude from its wells 
in North Borneo and through put- 
ting this product at the disposal oi 
the Allied governments the latter were 
able to replenish their stocks of this 
indispensable base for high explosive 
and later largely exceed the prodiction 
of the Central Powers in munitions. 
Now, with the end of the war, all the 
products and the energies of the com- 
pany will again be devoted to peaceful 
pursuits. Transportation will again be 
unhampered and the shares with their 
superb equities would appear to be a 
sound investment around current quo- 
tations in the New York market. 


TRACTION FINANCE SITUATION CRITICAL 


J. HEMPHILL, chairman of 
the board of the Guaranty 
* Trust Company, in a hearing 
before the Public Service Commission 
on «he proposed increase of fares on 
the lines of the New York Railways 
Company, testified that bankers are 
alarmed at the precarious financial con- 
dition of traction companies in this city 
and the state, and that unless relief is af- 
forded the companies a financial cata- 
clysm will follow the extent of which 
cannot be measured. During the interro- 
gation of Mr. Hemphill, Commissioner 
Ordway put this question: 

“Mr. Hemphill, in considering this 
question of whether the New York Rail- 
ways Company should be allowed to 
make a charge for transfers at points 
within the jurisdiction of this commis- 
sion, we regard as one of the factors to 
be considered what the effect of that will 
be upon the financial community toward 
the railroad.” : ; 

“The present condition of the traction 
situation in New York and throughout 
this state has filled bankers with alarm,” 


he replied. “Unless some relief is given 
there will be a cataclysm from which 
we will not recover for a generation. It 
will be impossible for bankers ever again 
to recommend to their clients securities 
of traction systems, to the service of 
which the growing towns and cities in 
this great state are entitled. 

“Bankers and investors will not put up 
any money for a traction security. Bank- 
ers will not recommend it—they cannot. 
And, as I say, the situation is one that 
fills them with profound alarm, because 
the amount that is invested in this state 
alone in such securities amounts to con- 
siderably more than a billion dollars, and 
we feel that that entire structure is about 
to be brought down, unless some relief 
is given. 

“We would like to see the commission 
take some very broad, constructive atti- 
tude on this question of relief. 

“TI happened to have been in the past 
watchful of this whole situation, and I 
must say that I am greatly disturbed. 
My own personal investments have been 
wiped out in tractions.” 











Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





COSDEN & CO. 
New Pipe Line Planned for Ranger Field 


Interest identified with Cosden & Co. 
planned a new eight-inch pipe line from the 
Ranger oil field in Texas to Tulsa, Okla., 
thus furnisking an additional supply of 
crude oil for the company’s refinery at 
Tulsa. It was stated that a new company 
would be formed under the name of the 
Southwestern Pipe Line Co. to construct 
and operate the line, about 250 miles in 
length and costing approximately $5,000,000. 
It would be the sixth outlet from the Ranger 
field to the Mid-Continent field. 


GENERAL PETROLEUM CORP. 
New Financing Plan 

Following the granting of a permit for 
new financing by the California Commis- 
sioner of Corporations, the President of 
the General Petroleum Corporation an- 
nounced that common stock holders would 
be given the privilege of subscribing to a 
portion of the increase in -capital stock, 
authorized at the annual meeting, on a 
basis of 10% of their holdings. 

At present, there is outstanding 13,490,200 
of common stock, or 134,902 shares. Ten 


per-cent of this amount, in newly author- 


ized stock, is to be sold to the present stock 
holders as permission to sell 13,600 shares 
or a little more than 10% of the amount of 
common outstanding, has been obtained. 
The plan further provides that no fractional 
shares will be issued, but stockholders own- 
ing five or more shares will be entitled to 
subscribe for an additional full share. No 
trading in “rights” is expected, as the com- 
pany announced a rights pur- 
chased from pa stock-holders will not 
be recognized. 
KERN COUNTY FIELD 
New Records Made in This Field 

In one week, there was reported nine 
new drillings in the oil fields in Kern 
County. Operations would have been more 
extensive, but lack of pipe caused a delay. 

Great activity was shown in the Midway 
fields during the past week, seven wells be- 
ing spudded in. For the first time in many 
months a new drilling was not started in 
the McKittick and Sunset fields. 

The Southern Pacific company, fuel oil 
department, especially was active and if 
the concern maintains its present pace a 
wonderful production mark will undoubt- 
edly be established in 191% 

Four new drillings were started by the 
company, the wells being in the Midwa 
fields, each in section 27, 31-23. All told, 
the concern now has in the neighborhood 
of forty-six wells in this section and plans 
are being made to spud in several more 
holes during the early part of January. 


PRAIRIE PIPE -LINE CoO. 
Construction Ordered Suspended 


An order, the cause of which is not as 
yet understood at Galveston, has just been 
received by this company from the War In- 
dustries Board at Washington to suspend, 
until further advices, all construction of the 
large oil terminals which it was preparing 
to build upon Pelican Island, Galveston. 
The order also applies to the construction 
by the company of a large pumping station 
at Virginia Point, on the mainland just 
across Galveston Bay from Galveston. The 
company has everything in readiness to 
begin the construction of a pipe line from 
Ranger to the site of its proposed termi- 
nals upon Pelican Island. Of course, with- 
out terminal facilities the line cannot be 

uilt. 


STANDARD OIL OF NEW YORK 
Acquisition of Magnolia Petroleum Com- 
pany an Asset 


With the view of increasing the refining 
capacity of the company, a substantial in- 
terest in the Magnolia Petroleum Company 
was obtained by the Standard Oil of New 
York about a year ago. 

Since the New York Company is mainly 
a marketing concern, selling petroleum 
products in New York and New England 
and in the Far East, it is forced to make 
large purchases of gasoline from other re- 
fining companies in order to meet the de- 
mand in its territory. 

Under former conditions, with a restricted 
refining capacity, the company built up a 
surplus account at the end of 1917 of more 
than $90,000,000, an increase for 1917 of $21,- 
750,000. Earnings in 1917 were $39,376,000 
after expenses, depreciation and reserves. 
After payment of Federal war taxes there 
was left $30,000,000 for dividends on the 
$75,000,000 capital stock. 


TEXAS CO. 
Capital Increased to $85,000,000 Approved 


Stockholders approved the .increase in 
capital stock from $69,375, to $85,000, 
voted by directors in October. Of the 
15,625,000 increase, stockholders were of- 
fered $13,875,000 at par, $100 a share, which 
is equivalent to 20% of_their holdings. It 
was announced that the first installment on 
the new stock would be 50%, due Feb. 3. 
The second instalment of a similar amount 
will be due to draw interest to June 30 
The new stock will share in dividends 
from July 1, 1919. The remaining $1,750,- 
000 of the new stock will be sold at par to a 
trustee for allotment and sale to employes. 
The books are open for stock transfer. 
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The Searchlight 


The Why of the Coppers—Are they attractive? —The 
Attitude of the Investor—Some Coppers to Buy Now 








By “QUIZZ” 





len, particularly those in the 
copper group, will in all prob- 
ability cause investment attention to be 
focused on them for some time. The 
writer’s reason for this assumption is 
that he has noticed that investors make 
active inquiry when their favorite has 
fallen from considerably higher levels, 
and, “hung up,” they are worried and 
like to delude themselves into the belief 
- that the cure-all is to “average out” at 
the lower level. The great majority 
finally get tired and sell out near the bot- 
tom, thereby acting contrary to common 
sense principles of buying when stocks 
are low and selling when they are high. 

This topsy-turvy psychology is cleverly 
discussed in “A Specialist in Panics,” 2 
story that no careful investor can afford 
to miss. If readers have sufficient con- 
fidence in the suggestions given in the 
“Searchlight,” I sincerely and earnestly 
counsel each one to secure the story, 
which is included in the book, *“Four- 
teen Methods of Operating in the Stock 
Market.” 

“The Specialist” shows how it 1s pos- 
sible to secure a competency—if not a 
fortune—by investing in bargains only 
during panics. Conversely the time for 
selling out is—only during a boom. 
Whether such a method is practical may 
be judged from that author’s experience 
in building up a competency on the 
proverbial shoe-string. Such methods 
are not offered for a suggested repetition 
of the “Specialist’s” good fortune, but 
their principles if followed would prevent 
the sacrifice of such perfectly good se- 
curities as Utah, Anaconda, Inspiration, 
Magma and Kennecott, only to be re- 


* $1.06 prepaid, Macazinzs or Watt 
Srasar’s Book Dept. 


HE comparatively low levels to 
which mining stocks have fal- 


purchased when speculative enthus- 
iasm is at a high pitch, and the same 
stocks are selling considerably higher. 


Why the Copper Stocks? 


Remembering that we are dealing with 
curb securities, especially those selling at 
a moderate price, it would be entirely 
contrary to the writer’s investment prin- 
ciples to draw attention to them or recom- 
mend their purchase when everybody else 
is doing the same thing. No one wants 
the coppers today because they are com- 
mencing to lose the lustre of war ro- 
mance, exaggerated estimates of earn- 
ings, and the possibilities of unlimited 
dividends, which almost everybody point- 
ed out in the excitement of 1916 and 
1917. 

Conversely, when market letters, the 
newspapers, and learned financial articles 
are now reversing themselves and point- 
ing to the time when copper will sell for 
16 cents a pound and less, it is time to 
look over the situation and soberly ask 
ourselves, “Is it time to buy or sell?” 
The proper time to ask the question is 
when securities are selling low and ap- 
proaching bargain levels. Our functions 
being limited to curb securities, the writer 
need not go into the investment merit 
of the copper leaders selling on the Stock 
Exchange between 20 and 75. - 

Special attention is devoted to the cop- 
pers in preference to gold and silver se- 
curities because the business of produc- 
ing the red metal has been stabilized and 
placed upon an industrial basis to a great- 
er extent than gold, silver, lead or any 
others in which there is the least invest- 
ment interest. Ore reserves and grade 
can be calculated with fine approximation 
to actual results, as the production fig- 
ures of such companies as Utah, Kenne- 
cott and Anaconda prove conclusively. 
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The cost of producing a single pound of 
copper can, or should be, estimated to 
within a fraction of a cent under any 
set of normal circumstances. In the case 
of the porphyries, more than any other 
group, the life of the mine can be meas- 
ured up with remarkable fidelity so that 
the producing companies shall know 
many years in advance what to expect 
of the future. 


The Uncertain Factors 


The element that injects uncertainty 
into the situation, an uncertainty which 
is reflected in the wide price swings of 
the coppers, is principally the question, 
“the selling price of copper?” How se- 
rious the difference of a few cents a 
pound is may be judged from the fact 
that the present decline from 26 cents 
to 23 cents a pound for the metal is 


estimated to affect Anaconda’s earning 
power to the extent of $4 a share. 

The decline in the selling price has 
only commenced. How far will it go? 
Will copper ever sell at the pre-war 
average levels between 12 cents and 16 


cents a pound? If copper should de- 
cline to 16 cents a pound or less, will 
the producing companies overcome that 
handicap by producing at a lower cost 
than before by improved metallurgical 
science, or more efficient methods of 
mining, treating and handling? Will 
demand ultimately overcome the sup- 
ply under a probably five-year era of 
reconstruction? 

The inability to answer these questions 
with any degree of certainty is the thing 
that places the copper securities in the 
speculative rather than the investment 
class. 

A secondary reason exists why a cop- 
per security cannot rightly be placed in 
the investment class. Those who have 
been bold enough to describe the coppers, 
good, bad and indifferent, as “specula- 
tions,” have been bitterly assailed for 
their rather free us of that word, and I 
am prepared to admit that it might be 
better to employ another term when 
speaking of securities like Utah, Ana- 
conda, Calumet & Arizona, Calumet & 
Hecla, Chile, Kennecott, Ray Consoli- 
dated and all other established producers 
whose ore reserves are sufficient to keep 


their mines going from ten to fifty years. 
The ingenious term “specvestment” (in- 
vented by THE MaGazINnE oF WALL 
STREET) is the correct description. Calu- 
met & Arizona owns the New Cornelia, 
while Kennecott owns the Braden Com- 
pany. These are companies owning 
mines which will probably outlive all 
excepting our youngest readers. Utah 
owns a mountain of ore, while Chile’s 
holdings are almost beyond conser- 
vative estimate. These are the invest- 
ment features of such securities. 


But it must never be forgotten that 
every pound of copper taken out of the 
ground is so much copper lost forever. 
Nothing can be put back, and more is 
coming out each day. The day is always 
approaching when the drills will meet 
with no result, and the mills will be final- 
ly silenced. The dividends are not paid 
out of earnings, as the economist under- 
stands it, but out of hoarded surplus 
which nature has provided. The surplus 
growing smaller each day, cannot be re- 
placed or added to in any way as is the 
case with a purely manufacturing enter- 
prise, which can theoretically go on pro- 
ducing forever. These are some of the 
speculative features of mining securities. 

The combination is correctly a “spec- 
vestment.” 


The Investor’s Position 


While mining securities, generally 
speaking, are not desirable investments 
for those dependent on a continuous in- 
come, because the capital investment 
might shrink : and while they are entirely 
unsuitable for trust funds, the funds of 
dependent women, or the “small in- 
vestor” with no money to lose, the best 
of the coppers form a very attractive 
medium for the specvestment funds of 
those who have a surplus which they are 
willing to devote to that purpose, at the 
right time. 

They should only do so with full 
knowledge that they are not investing, as 
this word is known in its most conserva- 
tive sense. They should only buy when 
they can secure their intended holdings 
at a reasonable price. They should never 
participate in booms, nor even buy the 
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coppers when dividends as well as the 
price of copper are around high levels. 

Dividends come out of surplus. They 
are called “dividends” by custom rather 
than by right. Such payments are “capi- 
tal distributions,” and the investor who 
recognizes this will realize the importance 
of amortizing his investment by setting 
aside everything he receives in the way 
of “dividends” above a 6 per cent return 
on his money, to reduce the cost price 
of his holdings, and provide an insur- 
ance fund against diminishing capital 
values. 

Some of the largest conservative min- 
ing companies do this for the investor, 
but there can be no harm in making as- 
surance doubly sure. A good deal of 
harm has been done in the past by lead- 
ing investors to believe that they receive 
a very high yield by purchasing mining 
stocks in preference to the more conserv- 
ative railroads and preferred stocks of 
old established industrial enterprises. 

It is to be hoped that the liquidating 
nature of every mining company’s assets 
will make it clear why such high yields 
exist, and why the best investment opin- 
ion expects a 10 to 15 per cent return on 
mining investments. That same opinion 
does not hestitate to set aside from 4 
to 8 per cent out of “dividends” received 
for the purpose of amortizing its invest- 
ment. 

A clear idea of the nature of “a mining 
investment” will prevent the holder of 
the high-grade railroad stocks yielding 
from 5 to 7 per cent, from sacrificing 
them because he needs (or thinks he 
needs) from 10 to 15 per cent. No real 
investment sells long upon any such high- 
yield basis. Where a very high yield 
exists or is offered to an investor, he 
ought to make further inquiry. ° 

Anyone who desires to make a closer 
study of the subject of amortization, 
which has been discussed frequently by 
THE MAGAZINE OF WALL STREET, can do 
so by securing some of the numbers in 
which the articles appeared. I have also 
gained some good information from 
*Picke1ing’s “Analysis of a Mining 
Share,” a treatise which will repay care- 
ful study. 


* Macazine or Watt Srreetr’s Book Dept. 


Coppers of Merit and Demerit 

The reader who is mainly interested in 
the moderate priced curb securities that 
have been placed under “The Search- 
light” is doubtless looking for our views 
on this subject. The low prices at which 
they are now selling afford a timely op- 
portunity to review very briefly some cop- 
per securities that come within our 
scope. Nothing but an opinion is pos- 
sible within the limits of the space at our 
disposal, but we indicate how a more ex- 
haustive examination can be made. 

Confining our attention to the legiti- 
mate, listed, active and semi-active cop- 
per mining specvestments that are traded 
in on the New York Curb (their princi- 
pal market), a broad division can be made 
by separating them into those selling 
above 10 and those selling below 10. In 
the former class are: 

Magma. 

United Verde Extension. 

New Cornelia. 

In the latter class (omitting those 
which are either inactive or in which 
there is little or no interest) the low- 
priced ‘coppers qualifications are the 
following : 

Consolidated Copper Mines. 

Davis-Daly 

Ray Hercules. 

Howe Sound. 

Mason Valley. 

Canada Copper. 

Consolidated Arizona Smelting. 

Mother Lode of Alaska. 

We have not included a number of 
meritorious semi-development and pros- 
pective coppers in this list because of the 
difficulty of analysis, the fact that they 
are not in the “dollar class” or because 
they are not sufficiently seasoned market- 
wise to justify the writer in believing 
that their market quotations are stable. 
They could be included in a separate list, 
which for the sake of completeness 
should be given : 

Gibson Copper. 

Arizona Binghampton. 

Boston and Montana. 

Jerome Verde. 

Big Ledge. 

First National. 

Superior and Boston. 
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Before proceeding to comment on any 
of these securities, the reader is remind- 
ed of the existence of THz MAGAZINE OF 
Watt Srreers “Unlisted Securities 
Guide,” which has given statistical data 
and ratings of all of them; also the va- 
rious articles that have appeared in the 
Magazine giving a careful analysis of the 
majority of them. I suggest that the 
“Guide” and analyses be carefully studied 
to supplement the writer’s opinion. 

Macma.—No other “curb copper” has 
come in for so much attention, praise and 
blame. Very few mining securities act 
so strangely in the face of the well known 
prospects of the company. Speaking to 
a prominent engineer, the writer was 
assured that Magma’s ore bodies ex- 
tend well below the 18th level, in fact 
(as the engineer expressed himself) “as 
far as China.” New strikes. are. con- 


stantly occurring, a recent one showing 
indications of the existence of a new 
ore body. The ore is all high grade 
and when producing costs come down, 
and the company is able to place its 


new three-compartment shaft into op- 
eration, Magma should be producing 
in quantity at a moderate cost, to show 
profits commensurate with the very 
high opinion that the best posted ex- 
perts entertain of the company’s future. 

There are but 240,000 shares issued, of 
which 80 per cent are held by inside in- 
terests (Col. W. B. Thompson and as- 
sociates). These interests have appar- 
ently been averse to any market demon- 
stration founded on outside enthusiasm, 
and it has been a simple matter to move 
the stock up or down on small transac- 
tions. While the recent decline to around 
25 might be partially due to weakness in 
the coppers generally, very little real 
stock comes out on the fluctuations. 
The quotations appear to be nominal, 
and in the writer’s judgment Magma 
under 30 offers exceptional possibili- 
ties in its class to the investor who can 

urchase his stock for cash and hold 
it for present and future returns in the 
way of income. Those who bought it 
higher up should unhestatingly aver- 
age. 

ONEW CorNnELIA.—This is the princi- 
pal producing subsidiary of Calumet & 
Arizona, from which the parent company 


will draw some of the wherewithal to pay 
its own dividends. The productive ca- 
reer of this company has just com- 
menced, and good judges of the construc- 
tive coppers believe that this low-cost 
producer is entitled to sell above its pre- 
vailing figure around 18. The stock is 
inactive, and the average investor would 
prefer to buy it “when it moves?” When 
that time comes, we might have some- 
thing more to say. 

Unitep Verve Extension.—From 30 
cents to over 30 dollars tells part of the 
story of this neighbor of Senator Clark’s 
United Verde. It is doubtful whether 
the current price around 35 discounts all 
possibilities, and it is well known that in- 
side interests are not selling. As the sec- 
ond great producer of high grade copper 
in Jerome, “Verde Ex” will bear watch- 
ing if ever a boom or a panic takes place 
in the coppers. I doubt whether it will 
pay to buy now, excepting for a very 
long pull. 

CONSOLIDATED COPPERMINES. — This 
company was discussed in the March 30 
issue of THe Macazing or WALL 
Street. The shares have constructive 
features along the lines of Nevada Con- 
solidated. Its principal mines adjoin that 
company’s holdings; the market for the 
shares is a satisfactory one, and deserve 
“specvestment” attention. 

Davis-Daty.—This is a_ substantial 
producer which owns valuable copper 
acreage under the city of Butte, Montana. 
While differences of opinion exist on the 
subject of its ultimate copper possibili- 
ties, due to the acreage being outside the 
zone of the established copper producers 
of the camp, the weight of reliable opin- 
ion favors the view that Davis-Daly is 
going to be a profitable copper producer 
in time. The shares are not very 
active, but form a satisfactory “spec- 
vestment” medium at times. 

‘Ray Hercurtes.—This company was 
discussed in our February 2 issue. The 
company owns large acreage in the Ray 
District of Arizona, and the churn-drills 
have proven the existence of substantial 
porphyry copper ore bodies, sufficient to 
insure many years of profitable mining. 
The first unit of the company’s new mill 
is in operation, and, although the initial 
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runs have proven disappointing so far 
as grade is concerned, the equipment is 
new and the tests by no means conclu- 
sive. The shares around 3 offer about 
as good a speculation in the coppers as 
any selling at such a low price. 
Howe Sieve. Was analyzed in our 
February 16 issue. The company owns a 
valuable copper mine at Britannia Beach, 
B. C., and a promising silver mine near 
Chihuahua, Mexico, and owes its pres- 
ent development to the foresight of the 
late Grant B. Schley, whose family con- 
trol the company by their majority hold- 
ings. The writer prefers Howe Sound 
for a long pull at 4 to all other copper- 
silver investments selling under 10. 
Canapa Coprer.—This company was 
favorably mentioned in the February 2 
issue, and has-the strongest of manage- 
ments. Regardless of the up or down 


swings of the shares around 2, it has the 
earmarks of a constructive copper in a 
development stage, that is promising. 
When the time comes, the price will prob- 
ably be adjusted upward to a better rat- 
ing. It should begin production in about 


six months. 

Mason Vatiey.—Like Magma, Mason 
Valley enjoys Colonel Thompson’s spon- 
sorship, and a strong board of directors 


whose names are associated with big 
things in mining. The principal mine at 
Mason, Nevada, and the smelter on the 
Southern Pacific Railway (16 miles from 
the mine) is being developed by people 
to whom mining is second nature. The 
stock around 2% is at a liberal con- 
cession downward, and is destined for 
higher levels. Those who like a low- 
priced development copper of merit 
consider Mason Valley now. 


Moruer Lope or ALaska.—Kennecott 
interests, through the newly formed 
Mother Lode Coalition Company, appear 
to control this company, which owns a 
valuable property which adjoins the Ken- 
necott “Jumbo” mine. “Jumbo” has 
made a name for itself in mining for its 
high-grade ores, and some people profess 
to believe that it is a “dying mine.” The 
writer is not so sure of this. While 
Mother Lode of Alaska has made a lib- 
eral concession to the new interests for 
the support it will receive, investors who 
have the shares might remember that 
“some Kennecott people” are deeply in- 
terested. This is another stock to watch 
for a buying point when the coppers are 
again under accumulation. 


(To be continued) 
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A ROMANCE OF THE WAR 


Romances of the war are not con- 
fined to a great shipbuilding program, 
transportation of millions of troops 
overseas, or to the erection of enor- 
mous plants for munitions. One of 
these is a constantly growing pottery 
works at Golden, Colorado. 

Little was it thought when a potter 
experimented with local clay in 
Golden as a basis for art pottery that 
an industry might result that would 
play a part in a great war. As there 
was no local demand for this art pot- 
tery, fireproof baking and cooking ware 
was developed. Then came the sudden 
shortage of chemical porcelain and the 
need of replacing with home products 
of the standard Corina chemical ware. 

The experimenting potter had left 
the plant but three brothers, college 
graduates, and all well trained chem- 


ists took up the problem of developing 
those natural resources. They’ faced 
endless experiments on body materials, 
glazes, etc., and also had to design 
and construct practically all of the 
machinery and equipment needed. 

Not stopping with the solution of 
one problem the research department 
is constantly at work and, on request 
of the Government, is developing long- 
life electrolytic porous cells, melting 
pots for optical glass, and experiment- 
ing on the production of the porcelain 
part of spark plugs to stand severe 
tests. 

This is but one of many such indus- 
tries which have done pioneer work 
and produced results which make us 
independent of German industries. 

—American Chemical Society. 





Prospects for Submarine Boat 


If U.S. Continues Shipbuilding Program The Coming 
Two Years Should Mean Better Things— 
Attempt to Oust President Carse 





By RALPH 0. LEE 





Ee LECTRIC BOAT! How well we 

all remember the excitement 
this name created in the finan- 
cial community when it was 
sky-rocketing in 1915 and when it sold 
above $600 per share. 

Submarine Boat! How well we. also 
remember the anti-climax of watching 
the same proposition under its new title 
toboganning ever since 1915. 


A Sensational Record 

On account of the tremendous advance 
in its stock early in the Great War, few 
companies are better known by name, at 
least among the general public, than the 
Electric Boat and the Submarine Cor- 
poration. As most people know the Elec- 
tric Boat Corporation, the builder of the 
Holland type of submarine boat, was 
practically on the verge of bankruptcy 
at the outbreak of the war. The promi- 
nent part taken by submarines gave it 
a new lease of life, which either poor 
management or some other factor un- 
known appears to have pretty much off- 
set. The company not only secured sub- 
stantial contracts for submarines from 
the Allies, but it also built a big fleet 
of submarine chasers. Its Russian con- 
tracts were disappointing, although 
later the boats built were sold to other 
nations. 

After the stock had advanced from 
practically nothing to around $600 per 
share, the Submarine Boat Corporation 
was organized. Both preferred and com- 
mon stockholders were offered 10 shares 
of the stock of the new company for one 
of the old. Most of them accepted the 
exchange. The last report shows that 
of the 76,721 shares of Electric Boat 
stock, 76,581 shares had been exchanged. 
As a result, of the authorized 800,000 
shares of no par value of the Sub- 
marine Boat Corporation, 765,810 
shares were outstanding. 


aan 


| 


It is interesting to note the shrewd 
move made by the people who purchased 
the interests of the late Isaac Rice, and 
obtained control of the Old Electric Boat 
Co. When they organized the Submarine 
Boat Corporation, they placed the stock 
in a voting trust to be retained for five 
years, from August 9, 1915, which trust 
could be terminated at any time only by 

1¢ unanimous consent of the trustees. 
Naturally they appointed a majority of 
their own trustees. In other words, they 
placed themselves in a position where 
they could sell their stock at high prices 
and still retain control of the company. 
Thus they were in a position first to know 
of any turn, either for the best or for 
the worst. 


The Electric Boat Co. had been organ- 
ized in 1899, and owned all of the stock 
of a number of subsidiary companies, in- 
cluding the Holland Torpedo Boat Co. 
and the Electric Launch Co. It also 
owned the majority of the stock of the 
New London Ship & Engine Co. 

As originally organized in 1915, the 
Submarine Boat Corporation was prin- 
cipally a holding company, holding 
most of the stock of the Electric Boat 
Co. Therefore it was dependent entire- 
ly for its existence on the manufacture 
of submarine and power boats and ma- 
rine engines. If its existence was en- 
tirely dependent upon this business to- 
day, its prospect would seem to be in- 
deed mighty poor, but such is not the 
case. Its best prospect now appears to 
be tied up with the ship-building program 

f the United States Government. 

Late in 1917 the Submarine Boat Cor- 
poration itself secured a contract from 
the Emergency Fleet Corporation, for the 
construction of 50 steel vessels of 5,000 
tons deadweight carrying capacity. About 
two months later, towards the end of 
1917, the company secured another con- 
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tract for the construction of 100 more 
vessels of 5,000 tons each. As a result 
of this, the Submarine Boat Corporation 
created its own organization and 
started a very ambitious shipbuilding 
program. 
Many Delays 

It began immediate construction of a 
shipbuilding plant on Newark Bay. Be- 
ginning on an entirely new project as it 


This is only a small part of the pro- 
gram on which it set out. If the Govern- 
ment is to pursue the same policy with 
regard to its shipbuilding program, as 
appears will be followed, with regard to 
contracts for munitions and the like, then 
the outlook for the Submarine Boat Cor- 
poration would be dark indeed. But, as 
a matter of fact, the United States Ship- 
ping Board, in its second annual report, 











* ASSETS AND WORKING CAPITAL DEC. 31 
1915 1916 1917 


Patents, Goodwill, etc 

R. R. Plant & Equipment 
Investments 

Current Assets 

Current Liabilities 

Net Quick Assets 


$8,031,800 
1,186,500 
8,577,100 
4,899,200 
3,677,900 


* Electric Boat Co. and subsidiaries not including New London Ship & Engine Co. 
** Current liabilities were greater than current assets. 


** CONSOLIDATED INCOME ACCOUNT DEC. 31 
1915 1916 


Income from Construction and Sales. 
Cost of Construction and Sales...: 


Operating Income 
Other Income 


Total Income 
Depreciation, etc. .......... cece eens 


Net Income 


Earned on Stock Sub. Boat 
Dividend Paid per Share 
* Figures not reported. 


$26,000,000 


* 


$ 7,012,000 


$ 2,370,500 
241,400 


800 
457,100 


$5,165,700 
Dividends 1,764,100 


$ 7,012,000 
532,600 


$ 6,479,400 
603,200 
$ 1,876,100 
$8.52 
6.00 


$ 2,612,012 
531,900 


$ 2,080,000 
1,380,900 
$ 699,000 


$2.71 
3.00 


** Consolidated Income Account of Electric Boat Co. and its subsidiaries, New 


London Ship & Engine Co. not included. 





_ 





did, it was not unnaturai that there should 
have been many delays and that progress 
should have been slower than was orig- 
inally expected. But just as things 
were proceeding in a more efficient man- 
ner, and operations were speeded up, it 
appears that trouble has arisen over the 
failure of the steam turbines delivered 
to the company to pass the Government 
inspector’s test. It is believed, however, 
that this situation will be corrected, and 
it is estimated that the company in 1918 
will have turned out about 25 vessels, 
aggregating 125,000 tons. 


recommended to Congress that the pres- 
ent merchant marine construction pro- 
gram be carried on to its completion. If 
this is done then the Submarine Boat, 
with a plant already constructed and in 
good working order, may be said to be 
on a more or less permanent basis. 

B. L. Worden, general manager of the 
company, stated only recently that the 
Submarine Boat Co. was here to stay; 
that the company now has openings for 
from 4,000 to 5,000 men, and that the 
latter can be put to work at the rate of 
about 300 a week. He further stated 
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that with 13,000 men the company is 
unable to reach its desired output of ten 
ships a month. The company, it is un- 
derstood, is not contemplating any cur- 
tailment of its shipbuilding program, but 
rather it is preparing to build larger 
ships, as it is believed the Shipping 
Board hereafter will order ships of a 
large tonnage. At the outbreak of the 
war haste and small units, because of the 
submarine warfare, was very desirable. 
Now that the war is ended, however, 
large tonnage is desirable, as it can be 
operated more economically. 
Business on Hand 

No figures are available as to just what 
the unfinished business is at the present 
time. A short time ago, however, it was 
said that the company with its subsidiary, 
the Electric Boat Co., had unfinished 
business on hand totaling some $180,000,- 
000. The Submarine Boat Co. itself was 
working on orders from the Emergency 
Fleet Corporation totaling about $145,- 
000,000. The unfinished orders probably 
totaled about $130,000,000. The Elec- 
tric Boat Co. orders were practically all 
with the United States Navy. On Oc- 
tober 1 last the Electric Boat Co. had 
business totaling about $28,000,000, most 
of which had been taken on a cost and 
percentage basis. Since that time it has 
secured orders from the Navy Depart- 
ment for the construction of additional 
submarine boats, which it is estimated 
would cost about $24,000,000. Comple- 
tion of these, of course, will depend on 
the policy pursued by the Navy Depart~ 
ment. The Submarine end of the busi- 
ness, as we stated, is one upon which 
stockholders should not depend to too 
great an extent, 

The contracts of the Submarine Boat 
Corporation for the cargo vessels have 
been changed to some extent, since they 
were first given out in 1917. But as to 
just what may be expected from these 
contracts, and the profits to be derived, 
it is impossible to get much of an idea 
until the management sees fit to take 
the stockholders of the company and the 
public more into their confidence than 
they have in the past. It seems to be a 
fact, however, that people who in the 
past have known most about the Sub- 


marine Boat Corporation feel that the fu- 
ture is not as dark as so many people pre- 
dict. The management appear to be mak- 
ing preparations to continue their pro- 
gram in 1919, and, of course, with the 
great need for ships, it would seem ob- 
vious that their plant at Newark Bay 
is a valuable asset. It comes down 
to a basis, apparently therefore, of 
whether it will be in a financial position 
sugh that it can continue this program. 
Financial Position 

The company should be in a good 
financial position. While the Submarine 
Boat Corporation publishes its own in- 
come statement and its balance sheet, 
they are of little value in estimating its 
worth, because of the fact that up to 
the time of the last financial statement 
the company’s only asset was the stock 
of the Submarine Boat Corporation. We 
must go to the income statement and the 
consolidated balance sheet of the Electric 
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Boat Corporation and its subsidiaries to 
get a true index of actual financial con- 
dition of the Submarine Boat Corpora- 
tion. 

As the income statement shows, the 
company never earned as much as the 
tremendous advance in the stock in 1915 


indicated might be probable. Its best 
year was 1916, when it earned the equiva- 
lent of $8.52 per share on Submarine 
Boat Corporation stock. In 1917 its earn- 
ings were only $2.71 per share. In the 
three years ended Dec. 31, 1917, the ag- 
gregate earnings of the Electric Boat 
Co. and subsidiaries were equivalent to 
$17.96, Out of this it paid dividends of 
$9, or about half of the earnings. On 
the basis of dividends, therefore, the 
management was entirely conservative, 
and, as a matter of fact, on such a basis 
it is not to be criticised for suspending 
dividends when it did. There is abso- 
lutely no way of finding out what its 
earnings for 1918 have been. 

I have not given the balance sheet of 
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the Electric Boat Co. and its subsidiar- 
ies, but have taken certain figures from 
the balance sheet. As this table shows, 
the value of the real estate, plant and 
equipment of the company and its sub- 
sidiaries was not very large. And the 
situation was made more complicated by 
the failure of the company in 1917 to 
publish the patents, good will, etc., and 
real estate, plant and equipment in sep- 
arate items, as it had in the previous two 
years. As this table shows, however, 
the company has kept itself in a very 
liquid condition, and was in good finan- 
cial shape on Dec. 31, 1917. Current as- 
sets have shown a substantial increase, 
while current liabilities had substantial- 
ly decreased. From being in a position 
where current liabilities exceeded cur- 
rent assets by $676,600 at the end of 
1915, the company at the end of 1917 
showed an excess of $3,677,900 in cur- 
rent assets over current liabilities. These 
net quick assets of $3,377,900 were equiv- 
alent to $4.79 per share of Submarine 
Boat Corporation stock. 


Present Value of Stock 


The actual tangible assets back of the 
stock, at the end of 1916, probably were 
not in excess of $7 per share. Since that 
time, however, the company has con- 
structed its big plant at the Port Newark 
Terminal, and, while it has used Govern- 
ment money largely in doing this, never- 
theless it is obvious to anyone that it 
must have added substantial equities to 
the stock. In all probability if a cor- 
rect appraisal could be made today, it 
would be found that the actual tangible 
assets back of Submarine Boat Corpora- 
tion stock are pretty well equal to at 
least the present market value of the 
stock. ° 


Only recently Elihu B. Fox, a former 
vice-president of the company, and a 
member of the voting trust for Electric 
Boat Co. stock, filed suit against Henry 
R. Carse, president of the company, and 
the court was asked to remove Mr. Carse 
from his duties as a trustee under the 
voting trust agreement. The bill of com- 
plaint alleged among other things, that 
the conduct of President Carse had great- 
ly injured the business interests of the 
Electric Boat Co. and that his acts were 
a violation of the duties and trust im- 
posed upon him by and set forth in the 
voting trust agreement. What the out- 
come of this suit will be, of course, no 
one can say. Certainly it can do the com- 
pany no harm, and ought to do it good. 
If President Carse remains the manage- 
ment will probably be more careful. 

From all indications, therefore, it 
would seem as though Submarine Boat 
Corporation stock has pretty well dis- 
counted any adverse effects that the clos- 
ing of the war may have upon its sub- 
marine business. Its present price does 
not take cognizance of its increased value 
through construction of the Port Newark 
Terminal plant, and it would seem that 
with the United States Shipping Board 
in favor of continuing the shipbuilding 
program, there ought to be further pos- 
sibilities in its shipbuilding department. 

It is only fair to state, of course, that 
this is an entirely new venture for the 
Submarine Boat Corporation manage- 
ment, and, therefore, it must be consid- 
ered in the light of an untried enter- 
prise. Nevertheless, in spite of all ad- 
verse factors, it has made some progress, 
and from recent reports its shipbuilding 
program for 1919 promises good results. 








Cotton and Reconstruction 


The Recent Drastic Decline—Needs of the World— 
Reconstruction—Labor and Shipping—The 
Farmer—An Optimistic Outlook 





By ROBERT H. HOLMES 





HE effects of war having been to 
advance the price of cotton to 
unprecedently high figures, the 
=—=— advent of peace, in the minds of 
many, meant lower values, and whereas 
this may be true in the long run, it could 
not logically be effected over night. Spec- 
ulative longs, however, became frightened 
and threw over their contracts, and as the 
decline proceeded stop orders were reach- 
ed in quantity. No market that has con- 
sistently advanced for two or three years 
can be liquidated without severe loss. 
This has taken place, and the technical 
situation I now believe is sound. 

I have faith in an open market and a 
world’s market, and I do not believe in 
restricting it functions. I believe the 
elimination of short sales to have been 
an error, and that its effect has been 
rather against than in favor of values. 
This liquidation was of primary neces- 
sity, and the absence of shorts in the 
market left gaps prevailing. When sell- 
ing orders of a permitted character reach- 
ed the ring, those given to straddling, an- 
ticipated, and in a measure would under 
sell the offered month, which, in turn, 
forced the selling of the market order 
without regard. It also permitted the 
straddler to secure his open end at ma- 
terially lower prices; and there being no 
speculative demand whatever, the lower 
levels reached under such pressure were 
consistently maintained. Had shorts been 
in the market such a situation could not 
have prevailed. In the absence of bullish 
speculation the market could have no bet- 
ter friend than the short seller at huge 
discounts under the value of spot cotton. 

That which made matters all the worse 
was the cancellation on the part of the 
Government, of war contracts with the 
mills, also cancellation on the part of 
foreign countries which followed strictly 
in its wake. These disturbing features 
weighed heavily upon American Manu- 
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facturers, and with unusual haste they 
promptly proceeded to hedge both as 
against cotton in their warehouse and the 
manufactured product as well. I do not 
hesitate to say that this feature will 
shortly prove a monument of strength 
for these hedges must be repurchased in 
the open market upon the resumption of 
trade. 


Needs of the World 


It is both tiresome and unnecessary to 
deal in figures. Taken in a broad sense 
the world’s needs of: cotton exceeds the 
available supply. Stocks of raw cotton 
abroad in England, France, Italy and in 
the neutral countries, are at the lowest 
ebb ever known. It is absolutely essen- 
tial that immediate replenishment be 
made before the mills can resume activity 

1 volume—that every effort will be made 
to establish such resumption goes without 
saying. The capabilities of war will 
speedily be transformed into the capabili- 
ties of peace, and I look for a demand 
from abroad very, very soon. In fact it 
is now in process of development in 
volume. 

It is necessary that cotton be bought 
before it can be shipped, and though the 
shipment may be defersed for the im- 
mediate future, effort is at present being 
made to purchase in anticipation of such 
movement. To an increased demand I 
confidently look forward, afid as to its 
volume I feel assured it will be measured 
only by the necessity in hand. 

Judging from the experience in Amer- 
ica, where the mills of the country have 
been under at least 60% output for the 
Government since the United States en- 
tered the war, I estimate that in England 
and in France the mills of these coun- 
tries have been probably not under 60 or 
even a greater per cent. for Government 
usages since those countries entered the 
war. This means that the products of 
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peace have been abnormally curtailed for 
years; that not the shelves alone are 
empty, but that the backs of the people, 
as well, are bare, and that cotton being 
the cheapest known fibre must necessari- 
ly be in great demand. Added to this it 
must not be forgotten, however, that the 
great demands of the war have been 
utterly destroyed. . 


The World’s Reconstruction 

Reconstruction tends towards prosperi- 
ty; it means huge consumption of all raw 
material; it means demand, and demand 
furnishes labor with occupation. True, 
war has wrought destruction, and there 
has been great loss, but the majority, on 
the whole, has been benefited. The capi- 
talistic class of the world had amassed 
great fortunes, while the people had grad- 
ually become impoverished. War has al- 
tered these conditions. War, by taxation, 
has taken from the rich, expended the 
moneys, and scattered it amongst the 
poor. This means vast buying power 
from the people. A hundred thousand 
dollars in the possession of one man does 
not mean that he will buy any more shirts 
and sheets than one man needs, but a 
hundred thousand dollars in the hands of 
one thousand men gives to the thousand 
their shirts and sheets. 

Much money has been spent in France 
by the English and by the Americans. 
Reports show France sound financially. 
The same can be said of England’s colo- 
nies, and certainly we in America have 
not unduly suffered. We profited large- 
ly because of the war before entering 
the war, and Japan in the Far East has 
profited proportionately more. 

I admit there is a period of uncertainty 
which we are now passing through, and 
I think that the passage will be swift. 
With the new year I look for the re- 
sumption of business on a scale not hith- 
erto known. No evidence can be found 
that justifies pessimism, and, as an il- 
lustration in point, it may be stated that 
the Sears Roebuck Company’s sales for 
November this year exceeded those of 
last by $4,256,265.00. The City Bank al- 
so, in a recent statement, finds, “The 
business outlook good, trade demands 
growing, and looks for an era of un- 
precedented prosperity.” 


Labor and Shipping 
With regard to labor, I think that the 
igh wages now prevailing may be ex- 

pected to continue for some time; that 
every efforf will be made on the part of 
organized labor to effect their continu- 
ance, and with high wages high commodi- 
ties must of necessity go hand in hand. 
In time we expect a gradual resumption 
to normal conditions, but just as it took 
three or four years to reach the apex of 
the advance, it will take, in my judgment, 
three or four years to the return to the 
normal. 

What more particularly controls in 
cotton to-day is the export situation. It 
is a matter of ships. If the congestion 
at the ports can be relieved by available 
tonnage there will immediately be a big 
demand for cotton, and investigation 
shows that the situation is materially bet- 
ter than the world believes. Advices 
from England state that the tonnage of 
the world is equal to, or greater, than 
the tonnage prevailing when war was de- 
clared. I find, also, that from the Great 
Lakes alone, in the past fifteen months, 
the Atlantic tonnage has been increased 
by a matter of some 600,000 tons. We 
have Mr. Schwab’s word to the effect 
that there will be no let-up in the output 
of shipping ; that it has attained in Amer- 
ica now 500,000 tons a month, and that 
this, at least, will be maintained. All in 
all, shipping should very soon be availa- 
ble, for as we bring our men home, we 
will have fewer to feed and clothe over- 
seas, and the bottoms that bring the boys, 
can, in turn, take back to Europe the raw 
materials, including cotton, which seems 
to be so urgently in demand. 

The Farmer 

On the side of equity I wish to say 
a word in behalf of the farmer. Having 
produced a short crop at great cost, and 
knowing that the world needs his product, 
the farmer is naturally disposed to hold 
for better values. He is not pressed by 
the banks as the banks have plenty of 
money; and more important still most 
of the cotton is not carried at the pres- 
ent time through the banks, it is carried 
on the farm, as evidence by the into sight 
figures. It is the property of the farmer, 
and though admittedly in any crop the 
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first five or six million bales must be sold, 
the remainder is not distressed in any 
manner, and will be disposed of only at 
the pleasure of its owner. 

The farmer knows that he did not re- 
ceive an equitable return for his product 
during the high prices recently prevailing 
for the manufactured article. He knows 
that the spinner has been in a position 
to have paid 40 cents or more for cotton, 
and to have then been able to make a 
handsome profit, and though the price of 
the finished article may, and probably will 
sharply decline, there is still a margin that 
would permit of his securing higher 
prices for the balance of his crop. 

Conclusion 

It has been noted that the recent dras- 
tic decline has been due to technical and 
artificial conditions rather than to con- 


ditions governed by supply and demand. 
The needs of the world are and will be 
greater than the: average man realizes. 
Reconstruction activity is close at hand 
and the present period of uncertainty will 
pass swiftly into a period of business ac- 
tivity on a scale hitherto unknown. La- 
bor and shipping problems are not so 
complex as the pessimists would have us 
believe and are becoming bettered each 
day. The farmer is in good shape as to 
his finances and even though the price 
of the finished article may sharply de- 
cline, he has plenty of margin for profit. 


Commercially the world has been loaf- 
ing. Its vigor is undiminished and it is 
now prepared to take off its coat, roll up 
its sleeves and go to work thereby show- 
ing the pessimists that they have no room 
for active existence. 








WHAT THE WAR COST 


Now that the war against Germany 
is fully* over, to all appearances, the 
question of cost in conducting it looms 
as the most immediate problem of the 
present situation, writes the Journal of 
Commerce. This is because much of 
the war cost has been incurred in the 
form of debt—largely undigested— 
and must be provided for in some way. 


Much of it cannot be stated in figures 
at all. Of course elements in the cost 
which can be approximately estimated 
the following are the chief: 


1. Public indebtedness of belliger- 
ents and those allied with them. 


2. Increased taxes collected and paid 
by peoples of the world. 


DEBT SITUATION OF ALLIED POWERS (figures in millions) 


--Before entering war— At most recent date— 


1914 

1914 

1914 

» 1914 

ar. 31, 1917 


CENTRAL 


Oct. 1, 1913 
uly 1, 1914 
uly 1, 1913 


That there are points at which this 
debt will be in grave danger of repu- 
diation is already recognized, the most 
obvious point being found in the obii- 
‘ gations of the Central Powers. 
The cost of the war, however, goes 
far beyond the showing of public debt. 


In- 
Date ount crease 
$3,458 Aug. 31, 1918 $25,080 
6,598 Dec. 31, 1917 22,227 
2,792 Dec. 31, 1917 6,676 
5,092 Sept. L 1917 25,383 

11,760 

$91,126 


mount 











1,208 May 31, 1918 
$19,148 
POWERS 
$1,165 Dec. —, 1917 $25,382 
2,640 Dec. —, 1917 13,314 
1,345 Dec. —, 1917 5,704 
$5,150 $44,400 
$24,298 $135,526 
3. Loss of productive power due to 
death or crippling of able-bodied men. 
4. Retardation of internal develop- 
ment due to shifting or destruction of 
buildings, ships, capital and the like. 
5. Changes in foreign trade and loss 
of profits and markets in that field. 











Prominent Wall Street Men I Have Known 


Some of Their Peculiarities—Their Sayings and Epigrams 





By J. ARTHUR JOSEPH 





The writer of the following article, Mr. J. Arthur Joseph, is one of Wall Street’s 
landmarks. For thirty-eight years he has watched the tides ebb and flow in the finan- 


cial district and there were few of the “old-ti 


acquaintance with “J. Arthur.” 


” who did not have at least a nodding 


Observant, of nimble wit and with a facility of ex- 
pression, his reputation as a teller of amusi 


stories has spread beyond that little 


“village” known as Wall Street. THE MAGAZINE OF WALL STREET asked Mr. 
Joseph to jot down his personal recollections of some of the interesting characters 
who are known, by name at least, to most of the readers of this publication.—Editor. 


(Continued ) 


HE late Henry H. Rogers was 
unfortunate in one respect; his 
mail frequently went to H. H. 
Rogers, a Wall Street broker. 
One letter, of a particularly confidential 
character, was received by the last men- 
tioned instead of going to the Standard 
Oil magnate. However, the namesake 
sent the missive under separate cover, 
explained why he had opened it, and con- 
cluded: “Confidence begets confidence— 
I am forwarding the note, which you 
doubtless will find of great importance, 
by special messenger, and as a return 
favor I would like you, my dear Mr. 
Henry H. Rogers, to tell me when it is 
a good time to buy Amalgamated Cop- 
per.” Mr. Henry H. Rogers answered 
a few hourss later: “In reply to your re- 
quest as to the best time to buy Amal- 
gamated Copper, I would say, confident- 
ially, between 10 and 3 on ordinary busi- 
ness days, and 10 and 12 on Saturday.” 


* * * 


“Fred” D. Underwood of the Erie 
was walking through Exchange Place 
one day with W. H. Truesdale of the 
Delaware, Lackawanna & Western, when 
the latter stopped for a moment to speak 
to an old Auntie. She looked the double 
of Aunt Jemima, of Pancake Flour fame. 
When Truesdale rejoined Underwood, 
the President of the Erie said: “So that 
was Phoebe Snow, eh, that you were 
talking to?’ Quick as a flash Trues- 
dale remarked, “You are right, Fred, only 
this time Phoebe came in over the Erie.” 


* * * 
I know, probably, a hundred anecdotes, 


original sayings, of the late Isidore 
Wormser. Many of them stand lumi- 
nously out. Fifteen years 4go, when he 
was supposed to be running the pool in 
Metropolitan Street Railway, in which 
the Elkins-Widener crowd of Philadel- 
phia was heavily interested, and which 
was being sold to a standstill by Thomas 
Fortune Ryan, a gentleman of Hebraic 
extraction went into Wormser’s office, 
where he met Isidore, who advised him to 
buy 500 shares of “Met,” telling him that 
$5,000 would be ample margin. The same 
day Louis V. Bell, an active trader, who 
was in Saratoga, began to raid Metropoli- 
tan Street Railway, and the stock was 
sold down abruptly from 162 to 155. The 
gentleman who had bought it a few hours 
previously was called upon by Isidore 
Wormser to put up more margin, and he 
replied: “You said this morning that 
$5,000 would be alone sufficient to carry 
the stock.” 

“Well, can I help dat,” said Wormser, 
“If does tamn pears sell the stock? If 
you cannot put up any more money, at 
least give me an order to sell oudt, and 
come in tomorrow and I'll give you a 
check.” When the customer returned 
the following day, Mr. Wormser handed 
him a check for the difference, of $158, 
and the loser, after looking at the amount, 
said, “What is this, a dividend?” “A 
dividend be tamn’d,” responded Worm- 
ser. “Id’s what you get back from your 
margin.” Very disgruntled, and cor- 
respondingly cynical, the customer turned 
to the banker, and pointing to the word 
“Customers” painted on the front door, 
said, “Why do you not take out that 
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word ‘Customers’ and put up the word 
‘Suckers’”—adding, “at least people 
would know where they stand.” 


* * * 


“Sam” Lavanburg was the great mala- 
prop of Wall Street. Not even by acci- 
dent did he ever get-a word correctly. 
The night that the Board of Governors 
of the New York Stock Exchange sus- 
pended Henry G. Weil for one year, for 
repeating reports (that were absolutely 
true, however, although they had a ten- 
dency to create sensation) Mr. Lavan- 
burg appeared at the old Windsor Hotel, 
and I asked him what he thought of the 
decision of the Board. And Sam, look- 
ing me squarely in the face, said: “Well, 
Joseph, there were twenty-eight Gover- 
nors present. It was a magnanimous de- 
cision.” 


* * * 

The Milk Trust is said to be making 
fabolous amounts of money. What many 
people do not know is this absolute fact: 
Some eighteen years ago the late Maurice 


S. Wormser of Reading debacle fame, 
who was trading at the time heavily with 
Wasserman Bros., concluded that there 
would be a big field “with millions in it” 
in cornering milk. He started to get op- 
tions on the product from the various 
farmers throughout the State of New 
York, and he all but succeeded. The thing 
was done very quietly, and just as the 
moment seemed opportune to launch a 
trust that the people would take kindly 
to, the milk of kindness was spilled be- 
cause of a panic in the securities markets 
hereabouts. Maurice Wormser (who 
died nine years ago) never gave up the 
idea, and even in his latest campaigns in 
Wall Street, he always insisted that there 
was a big field in the direction that he lo- 
cated, but which, owing to circumstances, 
he was not able to develop. Without re- 
flecting upon his ambitions, let me add— 
“gall”-stones killed him. 
O08 om 

Franklin B. Gowan, the Ex-President 
of the Philadelphia & Reading Co., com- 
~ mitted suicide. He shot himself while in 
his office in Liberty Street. He was im- 
mensely rich in coal lands, but very poor 
in cash. He conceived the idea of amal- 


gamating the bituminous and anthracite 
coal fields, a scheme that susequently de- 
veloped by A. A. McLeod, and later on 
put over through the instrumentality of 
the late Russell Sage. Franklin B. Gowan 
was a very shrewd man. He had studied 
law ; he was tall, very gaunt, and exceed- 
ingly tactiturn—qualities that did not 
particularly endear him to the men of his 
day. He was, however, a very great 
thinker and possessed many of the char- 
acteristics that made Russell Sage im- 
mensely rich. Russell Sage, however, 
knew the value of ready cash. He hoard- 
ed money, whereas Gowan simply 
branched out in other directions, obtain- 
ing rights of way and buying largely of 
options upon properties which, owing to 
the exigencies of circumstances, he was 
unable to take up. Overburdened with 
taxes, and being short of the sinews of 
war, and having great liabilities to meet 
and few liquid assets, he concluded that 
the shortest cut to Heaven, or elsewhere, 
was by the route of pistol and bullet. 


* * * 


J. B. Houston was the President of the 
Pacific Mail Steamship Co. He sup- 
planted George J. Gould, but only for a 
short time. Jay Gould never forgave 
“Buck” Houston for. his “egotistical te- 
merity,” as he called it. After the Cyrus 
W. Field panic in 1888, Gould bought 
heavily of Pacific Mail. In fact, he had 
control, and he sent for Houston and he 
said: “I want you, at 1:45 today (it is 
now 12 o’clock) to ‘hand in your resigna- 
tion as President of the Pacific Mail, 
and to accept the Secretaryship of the 
company. I intend to put my son, George 
J. Gould, back as the executive officer. 
If you fail to let me have your resigna- 
tion inside of sixty minutes, I shall pro- 
ceed immediately to throw thousands 
upon thousands of shares of Pacific Mail 
upon the market, and you will be a ruined 
man. You have less than an hour to de- 
cide.” Within thirty minutes the resig- 
nation was handed to Jay Gould, and 
that afternoon a special meeting was 
called, at which George J. Gould was re- 
instated, and Mr. J. B. Houston was 
elected Secretary, to take his place at the 
foot of the Board of Directors, 
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When S. V. White, popularly called 
the “Deacon” (because he had been con- 
nected with Plymouth Church in the 
Henry Ward Beecher days) was running 
the pool in Delaware, Lackawanna & 
Western, he struck a snag, and going into 
W. T. Pearsall’s office in the Mills Build- 
ing one Saturday morning he complained 
to Tom Pearsall and to J. B. Houston, 
the partner, “I don’t know what I am up 
against in Lackawanna—somebody is 
feeding it out, and I feel just like a 
mouse ina trap. I don’t want the cheese 
—all I want is to get out of the trap and 
let some other mouse come in and get 
away with the cheese.” However, he held 
on, and he saw Lackawanna advance from 
$85 a share to $125 a share—a price that 
he predicted would be reached. He then 
sold out and bought Pacific Mail, which 
dropped from $50 to below $10 a share, 
causing him to become a bankrupt. He 
later on recovered, paid off dollar for 
dollar, with 6% interest, only to go under 
again. A second time he settled with 


his creditors on identically the same basis 


of his first misfortune, but in later years 
he was bat a small trader, dealing large- 
ly through the firm of his son-in-law, 
Frank Hopkins, who retired from the 
Street, a couple of years ago, with more 
money than he ever dreamt that he could 
ever possess. 
* * * 


One of the most successful pools ever 
engineered in Wall Street was under- 
taken by Nathan J. Miller, of Miller & 
Co., whose offices in the Equitable Build- 
ing are the most sumptuous of the down- 
town brokers’ “palaces.” In 1913—a 
scant five years ago—General Motors was 
selling away down in the 30’s, and no- 
body would touch the stock. When the 
world was coming to the war in 1914 it 
was offered in New Street at 50. In 
1915 it sold at 98, and then jumped to 
within fractions of 200, after which it 
went to approximately $800 a share. The 


stock in the meantime paid dividends of 
50%, besides receiving other valuable 
rights. Mr. Miller knew where all the 
holdings were lodged, and he saw to it, 
before undertaking any pooling arrange- 
ment, that every share should be escrowed 
—not a man who held General Motors 
had an opportunity to sell, if he so de- 
sired. The result was that traders who 
took liberties with the issue had to step 
up to the Captain’s office and settle as 
best they could. Never did an issue start 
under less favorable auspices, or wind 
up with greater acclamation than did 
General Motors. 
ja 


In 1884—the month of May—the firm 
of Grant, Ward & Co. failed. The dav 
previously, a Monday, the Marine Bank 
closed its doors. We faced a panic, the 
like of which had never previously been 
seen in such a short period, and the 
counterpart of which has never since 
taken place. I had just left the First 
National Bank, after having had a long 
talk with the late Vice-President, James 
A. Garland. On emerging from the build- 
ing a coupé drew up, and the late Gen- 
eral U. S. Grant got out. His left arm 
was supported by a crutch, and his right 
hand carried a cane. I knew the General, 
and saluted him. He asked me, “Is it 
true, Joseph, that my son has failed?” 
And I answered, “I am sorry to say the 
announcement has just been made by the 
Board.” Dropping his cane, he leaned on 
my shoulder and asked me to help sup- 
port him into the office. It was the first 
time that I ever saw the General “broken- 
up,” as the saying is. His face was 
pinched, his body atremble; but he pulled 
himself together, and simply uttered four 
words, “Too, bad, too bad.” A few weeks 
later the late William H. Vanderbilt gave 
General Grant a check for $50,000, which 
was considered a tidy sum in those days. 
But then Mr. Vanderbilt, while not a 
prince, did things in a princely fashion. 


Rhetoric is the art of ruling the minds of men 


— Plato 
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These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





AETNA EXPLOSIVES COMPANY 
New Plan Accepted 
Federal Judge Mayer’s plan for bringing 


together the various contending interests. 


in the Aetna Explosives Company was ac- 
cepted by the committee representing the 
security holders. This plan is for the ad- 
justment of the differences by retiring the 
bonds at 85, converting the preferred stock 
into bonds at 80,-with 5% cash and 75% 
convertible into bonds. The holders of the 
preferred stock will also receive 154% in 
back dividends. 


FIRESTONE TIRE & RUBBER CO. 
Sales Increase in Banner Year 


That the tire companies have enjoyed 
great prosperity, despite the handicaps of 
war restrictions, is evident from the returns 
for the year' now being published. 

Sales, for the year ended Oct. 31, 1918, as 
reported by the Firestone Tire & Rubber 
Company, totaled $75,801,500, a gain of 
$14,214,287, or 24 per cent over the corre- 
sponding period the previous year. 

The consolidated general balance sheet 
of the parent company and its proprietary 
companies as of Oct. 31, 1918, shows a sur- 
plus of $30,023,267. 


KEYSTONE TIRE & RUBBER 
November Earnings 


Net earnings of this company for No- 
vember were $103,787, compared with $67,- 
194 in the same month of 1917, an increase 
of $36,592. 





LIMA LOCOMOTIVE 
Output, 140 Locomotives 


Output for the period July 1 to Dec. 7, 
both inclusive, was 140 locomotives. This 
includes miscellaneous domestic locomo- 
tives as well as locomotives that were ex- 
ported. 





PACKARD MOTOR CAR 


Automobile Division Not Back to Normal 
—Truck Production 


Company continues to devote the main 
facilities of the carriage division to Gov- 
ernment work and that it would be some 
time before they could be turned over com- 
peeely to the manufacture of automobiles. 

e compen’. plans to turn out about 8,000 
trucks in 1919. 
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SUBMARINE BOAT 
Steam Turbines Fail to Pass Tests 


Although the Submarine Boat Corpora- 
tion is not faced with cancellation of con- 
tracts, a serious situation has arisen by 
reason of the failure of the steam turbines, 
delivered to the company at the Newark 
Bay plant, to pass the vernment tests. 
One of the large electrical companies sup- 
plying 1,500 horse-power steam turbines for 
the 150 vessels to be constructed for the 
Shipping board, has failed to turn out a 
turbine satisfactory to the Government in- 
spectors, with the result that the entire 

ewark Bay project, where 12000 persons 
are employed, is held up. A satisfactory 
solution of the problem is expected in the 
near future. 

Far from contemplating any curtailment 
of its shipbuilding activities, Submarine 
Boat is preparing to build larger ships, as 
it will be the policy of the Shipping Board 
henceforth to order ships of large tonnage 
which can be operated most economically. 

For the year 1918 Submarine Boat will 
have launched 25 vessels, aggregating 125,- 
000 tons. 

5 The pomanty nee oxtees 4 boats of the 

-type alone numberin , Of an aggregate 
value of about $50,000,000. 

The 1918 year was one of preparation for 
output in 1919, and unless unforeseen diffi- 
culties arise the company should reap sub- 
stantial profits in the latter year. 





WRIGHT MARTIN AIRCRAFT 
Plans For the Future 


What will be the outcome of the Wright- 
Martin muddle is yet to be determined. A 
meeting of the directors to formulate a 
policy as to the future activities of the 
company is expected to be forthcoming in 
the near future. Whether the company will 
continue in the airplane business is con- 
Sagast upon the attitude the government 
will take toward giving the company a 
guarantee for a specified number of air- 
plane motors annually. If no guarantee is 
forthcoming it is expected that there will 
be a reorganization and the plants of the 
company will be devoted entirely to the 
manufacture of automobiles. 

The manufacture of the Hispano-Suiza, 
on which the Wright-Martin company has 
the exclusive rights, is being continued on a 
small scale but it is believed that the out- 
put of these motors can be considerably 
increased without much effort. 

It is rumored that the retisement of the 
preferred stock is planned. 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner's Name Before the Date of the Closing of the Company's Books 





Ann. Ann. 
Rate Name Rate Name 


7% National Biscuit, c.. 
5% Nat’l Cl & St, c.... 
5% N Y Central 

5% N Y Dock, 


$1 Nipissing Mines ... 
-++» Nipissing Mines, ext 
$4 Northern Central... 


7% Allis-Chalmers, p... 
.... Allis-Chalmers, p ext 
6% Amer Agr Chem, p 
8% Amer Agr Chem, c 
$3 Amer Gas & Elect, p 
8% Amer Beet Sugar, c 
7% Amer Locomotive, p. 
8% Amer Tel & Tel.... 
7% Amer Woolen, p 
5% Amer Woolen, c... 
.-Amer Wool Co.... 
$6 Anaconda Copper.. 
$1.42% Anglo-Amer Oil.. 
2% Armour & Co, c 
5% Associated Oil 
$10 Atl, Gulf, WISS,c 


RK ¥ 
RRKRwW 
“eB Beaann 
ROD NODOD 
YYYREEER 


o 


ARRR WN 


pes Ohio Fuel Sup 
Ohio Fuel Sup, ext.xx2 . 
*"$2 Ontario Silver Min.. 50c¢ Q Dec. 
6% Otis Elevator, p.... 14% Q Dec. 
Otis Elevator, c.... 14% Q Dec. 


“. 


2 
REY 

YOy uO COOEOOOO 

OY: : FOPRRERRRERE 


=6x 
BR 


P 


- Balt & Ohio, c . . Pan Am Pet & ete c rl. 2 
Barrett Co, p . . Penmans, Ltd, p. 
Bell Tel of Can.... Q . \e Penmans, Ltd, c.... “an 
Pittsb Coal (Pa), p. 1% 
Pittsb Coal (Pa),c $1. 
Pitt, Ft. W & Chi, gtd134 
Prairie Oil & Gas... 

. Prairie Oil & Gas, ext 
Prairie Pipe Line.. 3 
Procter & Gamble, p 2 


wn 


Lo) oR ©) ©) a) @) =o) @) 
PEREREREER 


KRACKRARRR! 


Canada Cement, c.. 
Canada Southern . 
Canada C & F, p... 
Central C & C, p.. 
Central C & C, Bes 
Central Fdy, Ist p.. 
Central Fdry, ord p. 
Cities Service, p... 
Cities Service, c... 
. Cities yyw c ext el 

cccéStL, 
Comput-Tab- Record. 


i 


RRRARKRKRKEL RK 


Qa 
waker Oats, p.... 1% 
juaker Oats, Serves DE 
- Quaker Oats, cext. 1 


KARR 
Lo] 
= 

+ 


SREERRRRRE OE 
ROR 


Reading, 2nd p.... 
. Rutland R R, p.... 


ae 
© 


om 
8 


D 
- 2 


Detroit Edison .. 
Distillers Secur ... 
. Distillers Secur, ext : 
Domin Textile, p. 
duPdeN&Co, deb stk F 


rere) CO EEOOOOO 0 


s 
. St. Marys Min Land $2 
Shattuck-Arizona .. 50¢ Q 
Shawinigan Water P 14% Q Dec. 


EEX 
Ve var 
Le) 


FYPEY 


ir 


T 
Eastern . Steel, c... . . .+«+ Tob Prod, c, ext, e.. J 


General Electric ... ae : N : 
. General Elec, ext, x 2 , - . ee fe. eek ega 
° Qe eho nt . 4 6% Sloleed Pen BPs soe 
Goodrich (BF), ; ‘ nit aperboard, p 1 
$1.50 United Shoe Mach, p 37 
Pty 

n ch, p... 1 
Int Agric Corp, p.. 14% . P.++ 134 


K Vv 
K C South Ry, p.. 1 x 8% Va Caro Chem, p.. 2 %&% 
w 


Kayser (Jul), Ist p. 2 
Kayser (Jul), 2nd p 1% 


Ss dS 
Sata 
Fol eletet et} 


kz 
e FERRE 


te) 


7% West Union Tel... 14% Q Dec. 20 Jan. 15 


ext—Extra dividend. 

e—Paid in common stock. 

m-—On account of accumulated dividends. 
n—Payable half in cash and half in Liberty Bonds. 
x—Paid in stock. 

xx—Payable in Liberty Bonds. 





